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Cross-examination. 

By Mr. Littman: 

Q. Mr. Davison, before you leave the stand, I do pot 
recall whether you testified on this particular subject or not, 
but haven’t you already stated that you spend some con¬ 
siderable part of your time in connection with making sales 
to the interruptible customers? 

A. Yes, sir. 

Q. Beg pardon ? 

A. Yes, sir. 

Q. As a matter of fact, among other duties you are jthe 
[12141 sales manager, are you not, and spend a good part of 
your time, or at least a large part of your time in making 
various contacts with these interruptible customers? 

A. All of our customers, both firm and interruptible. 

Q. I see. Do you also perform the function of ordering 
the curtailments to industrial customers, deciding wljen 
they shall be curtailed, and so forth? 

A. We have a pretty well established routine order of 
curtailing our interruptible customers. 

Q. Who established that? 

A. I did. 

Q. And you kind of supervised that? 

A. Yes, sir. When it is necessary that we do any serious 
curtailing then I tell the operators which one to curtail ^nd 
keep in touch with these customers to find out how mUcli 
gas they are using so we will know how much we can qall 
on them to curtail. 

Q. That takes up a considerable part of your time? 

A. It is only during the cold weather that it takes up so 
much time. 

Q. What other duties do you perform in connection with 
these interruptible contracts? You negotiate them, do vo|u? 

A. If a contract requires any negotiation, I do, yes, ^ir. 
If it is a renewal, I take care of the renewal of the contralct. 

Q. And you are in constant contact and communication 
[1215] with the interruptible customers, are you not? 

A. Our normal operating procedure during the year is 
to have all of our interruptible customers called in to tne 
switchboard in the morning, as near 8 o’clock as possible, 
and report the amount of gas that they are taking under 
their interruptible contract, so that when it is necessary 
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to curtail them we will know how much gas we can get at 
each one of these customers plants. 

Q. What proportion of your time would you say is de¬ 
voted in connection with the service to interruptible custom¬ 
ers? 

A. I would not have any way of arriving at a figure of 
that kind, because we have but very few customers who are 
interruptible only. We have an interruptible contract and 
a firm gas contract with almost all of these customers with 
whom we have the interruptible contract. 

Q. Well, whatever w r ork there is to do in connection with 
these interruptible contracts, such as negotiating them, 
making further sales and arranging for curtailments, and 
so forth, whatever is required you either do yourself or 
supervise? 

A. Yes, sir. 

Q. And that does take up some considerable part of your 
time? 

A. It takes up some time, yes, sir. 

Mr. Littman: That is all at this time. I, of course, want 
to reserve further cross-examination. 

[1216] Mr. Dougherty: I have one further question here. 

By Mr. Dougherty: 

Q. Mr. Davison, you have explained the references in the 
list of interruptible customers which you have shown in 
Exhibits 53, 54 and 55, and have pointed out why you have 
treated the Glen Park Glencoe Lime Company as not being 
interruptible, and you have made references to Alpha Port¬ 
land Cement Company and Aluminum Ore Company also. 
Now, I note you do not have in the list the St. Louis County 
Gas Company for the sale of gas which it uses for boiler 
fuel in connection with its manufactured gas plant. That 
contract is indicated in Exhibit 9, which is the Commis¬ 
sion’s staff exhibit on sales agreements, on schedule 3, sheet 
4, as being interruptible. Why have you not so treated it 
in these exhibits which have just been testified about by 
you? 

A. It is not an interruptible contract. 

Q. You do not so treat it as such in your operations? 

A. No, sir. We have no right whatever to interrupt the 
delivery of gas to that customer. 
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Q. And on these days when you have requested various 
customers to curtail gas, have you asked the St. Louis 
County to curtail or have you not asked them ? 

A. We have a working agreement with them that on Our 
days of peak demand, when it is necessary for them to give 
us relief in their take, that the first step in their operation 
[1217] in giving relief to us is to fire the boilers with oil, and 
then their next step is to pump gas out of their holders and 
in the meantime get their water-gas set ready to operate 

Q. On the day of December 15, when you say that was jthe 
day when all interruptible customers were ordered to com¬ 
pletely curtail all day, did you order the St. Louis County 
to curtail their takes for the boiler fuel? 

A. We did not order them to curtail their takes for their 
boiler fuel, but they did it voluntarily. 

Q. You have not included them as a customer that i^as 
ordered to curtail, and that is for the reasons which you 
have indicated? 

A. Yes, sir. We have no contractual right whatever to 
interrupt the delivery of gas to them. 

#«**#•# 


Benjamin Miller. 

Direct examination. 

[1218] Q. Will you give us your name and address? 

Q. Will you give us your name and address? 

A. My full name is Benjamin Miller. My residence is} in 
Chicago, Illinois. 

Q. And by whom are you employed at the present time? 

A. I am employed by the Institute of Gas Technology. 

Q. And what is the Institute of Gas Technology? 

A. The Institute of Gas Technology is a not-for-prpfit 
corporation affiliated with the Illinois Institute of Tech¬ 
nology. It was organized as an educational, research sLnd 
library institute by and for the gas industry. Its purposes 
are to train personnel for the gas industry, to undertake 
fundamental and applied research; to collect and dissemi¬ 
nate scientific information and to stimulate independent 
research throughout the industry and to correlate all [re¬ 
search in gas technology. 
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Q. When did you become employed by the Institute of 
Gas Technology? 

A. In July, 1943. 

Q. Can you describe your duties as a member of the 
staff of that Institute? 

A. Well, my duties at the Institute were to be con¬ 
cerned primarily with the educational program; to orient 
that program to the needs of the gas industry; to advise on 
courses of instruction of particular importance in con¬ 
nection with the training of young men for careers in the 
gas industry; to teach courses for which my experience had 
[1219] particularly prepared me, such as courses in gas 
transportation and related subjects. 

Mr. Littman: What is that? Gas transportation? 

The Witness: Related subjects. 

Mr. Littman: What did you say before that? Such as 
what? 

The Witness: Courses in gas transportation and related 
subjects. 

Mr. Littman: I see. 

The Witness: And to advise with other members of the 
staff on the content of the courses they would teach so as 
to put emphasis on those portions which were particularly 
important from the standpoint of the gas industry. How¬ 
ever, while I was engaged in discharging these responsi¬ 
bilities there were changes made in the regulations of the 
Selective Service authorities which made impossible 
further deferment of men under 2G to pursue educational 
activities, and therefore the educational program of the 
Institute of Gas Technology had to be suspended in Febru¬ 
ary, 1944 for the duration of the war. The funds, space, 
and staff attention which had been devoted to educational 
activities were to be diverted and used for basic research 
for the duration of the war. I assisted the Director in 
planning the necessary changes in the Institute’s activities, 
and at the present time I am acting as a consultant in 
chemical engineering. 

By Mr. Dougherty: 

Q. What was your college education? 

A. I went to Columbia College, graduated in 1924 with 
[1220] the degree of Bachelor of Arts, and then went to 
the School of Mines, Engineering and Chemistry of Colum- 
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bia University from which I graduated in 1926 with the 
degree of Chemical Engineer. 

Q. Prior to going to work with the Institute of! Gas 
Technology, what was your employment? 

A. Before joining the Institute of Gas Technology, I 
had been, for 16 years, in the employ of the Henry L. 
Doherty Company or the Cities Service organization, 
starting in 1927 as a research assistant to Professor bolin 
G. Fink. In 1929 I joined the staff of the Technical De¬ 
partment of Henry L. Doherty Company, fiscal agents for 
Cities Service Company. In 1935, the Technical Depart¬ 
ment was transferred from the fiscal agent to Cities (Serv¬ 
ice Company, and I then became an employee of Cities Serv¬ 
ice Company; at the end of 1937 certain activities of pities 
Service Company were transferred to several mutual jserv- 
ice companies, one of which was Gas Advisers, Inc. (Since 
a large part of my work in the Technical Department of 
Henry L. Doherty and Company and in the Technical De¬ 
partment of Cities Service Company had been concerned 
with gas problems, 1 was transferred to Gas Advisers] Inc., 
and was employed by them as consulting engineer) and 
assistant to the president until I left in July, 1943, fcjr my 
present employment. 

Q. While you worked for Cities Service, the affiliated 
organizations, what particular type of work were! you 
engaged in ? 

[1221] A. My major interest was pipe line work, particu¬ 
larly natural gas pipe line work. This has included an 
investigation of the methods used for determining capacity 
of natural gas pipe lines. I developed the methods which 
arc now being used by a large part of the industry, both 
for designing new pipe lines and for checking the perform¬ 
ance of existing pipe lines. 

1 also was concerned with the matter of water vapor in 
natural gas. This work included studies of dehydration, 
including the economics of dehydration as well as alter¬ 
native methods for overcoming the deleterious effects of 
water vapor in natural gas pipe lines. 

I carried forward work that had been started by others, 
- notably by Mr. Doherty himself, on the rationalization of 
the use of steel in piping systems. Largely as a result of 
these studies, the amount of steel required for gas trans¬ 


portation pipe lines has been very greatly reduced aiul at 


the same time the quality of the pipe has been improved 
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so as to make possible operation at higher pressures. In 
this connection, X prepared type specifications for purchase 
of pipe and worked on methods of testing pipe in the mill 
and in the field to check compliance with the specifications. 
These methods, developed originally as a guide in purchas¬ 
ing new pipe, have been further developed for use in 
evaluating the deterioration which has occurred while pipe 
was in service. 

Q. Have you had any work to do with construction activi- 
[1222] ties of considerable importance? 

A. When I was with Gas Advisers an important part of 
my work was concerned with recommendations regarding 
proposed construction activities which were not of a rou¬ 
tine nature. This work generally involved economic studies 
to estimate, as nearly as might be done, the probable earn¬ 
ings of proposed projects. 

Q. Have you engaged in any trade association commit¬ 
tee activity, that is, on such committees as those that might 
be in connection with the American Gas Association, or 
any other type of engineering or professional associations? 

A. I was one of the group of gas industry represent¬ 
atives which worked on the formulation of the American 
Standard Safety Code for- pressure piping, particularly 
the section on gas and air piping. I was the natural gas 
industry’s representative on the sub-group charged with 
responsibility for those pipe wall thickness provisions 
which were intended to be uniform in all sections of the 
code. I also represented the natural gas industry in dis¬ 
cussion of that part of the code dealing with fabrication 
details and at times I served as substitute natural gas 
representative on the sub-group on welding. I am now en¬ 
gaged in further work looking toward the possible improve¬ 
ment of the code in connection with compressor station 
piping systems. 

For two years 1 served on the American Gas Associa¬ 
tion’s subcommittee on pipe coatings and corrosion. I am 
[1223] a consulting member of Committee D-3 on Gaseous 
Fuels of the American Society for Testing Materials. 

For two years I served at meetings of the rate commit¬ 
tee of American Gas Association as Mr. Hancock’s repre¬ 
sentative, and I was chairman of a special subcommittee 
to advise the managing director regarding possible revision 
of and improvement in the American Gas Association rate 
service, and I have just recently accepted membership on 
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the Chemical Committee of the American Gas Association's 
Technical Section, representing the natural gas depart¬ 
ment in that committee. 

I am an active member of the American Institute of 
Chemical Engineers. Some of my contributions on pipe¬ 
line flow have been published in the transactions of that 
Institute. 

Q. Now, have you had any experience in the pas{ in 
making studies of cost allocations to apply to natural gas 
pipe lines? 

A. Yes, I have made special studies of the cost alloca¬ 
tion theories applicable to cases in which various customers 
and groups of customers make joint use of natural gas 
company facilities. I testified on cost allocation during a 
hearing in Kansas City which was concluded in February, 
1943, the hearing being before a trial examiner of the 
Federal Power Commission and the subject being the ditcs 
of Cities Service Gas Company. 

Q. Now, during the last six months of your connection 
with Cities Service did vou have anything to do with the 
[1224] construction of the new gas pipe line which ihat 
company, or one of its subsidiaries, built from Hugoton 
field to serve its marketing area in Kansas? 

A. Yes, that was my major activity during t lie six 
months which elapsed during the conclusion of the fate 
case and my leaving to take my present employment, i In 
the Hugoton project, this work included the development 
of information on the availability of pipe for the project; 
the outlining of specifications for the pipe; rechecking|the 
pipe line design which had been carried out by others in 
accordance with my methods; and economic studies, includ¬ 
ing the preparation of earnings estimates. 

Q. Now, Mr. Miller, at my request, did you make a study 
relating to the allocation of cost of serving different groups 
of customers of the Mississippi River Fuel Corporation ? 

A. Yes, I did. 

Q. And in doing that did you approach it by taking, first, 
the allocation of cost study which has been introduce^ in 
this proceeding as Exhibit No. 11 as a basis to start with? 

A. Yes. Perhaps T should explain that your request came 
to me rather recently, and under the circumstances I could 
not make a complete study of everything, so that I con¬ 
centrated my attention on the year 1943, and particularly 
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on the exhibit which has been introduced by the Federal 
Power Commission’s staff. 

Mr. Littman: You said, “your request came rather 
[1225] recently.'’ Would you mind fixing the date? 

The Witness: I believe I can. Well, I had had a prelim¬ 
inary telephone conversation merely to acquaint me with 
the request, and on Wednesday, June 28, I met Mr. Dough¬ 
erty in St. Louis, according to my records. 

By Mr. Dougherty: 

Q. And it was a day or two before that that 1 talked 
to vou by telephone? 

A. Yes. 

Q. I from St. Louis and you in Chicago? 

A. Yes, that is correct. 

Q. That was during the hearing that has been in process 
at St. Louis in this proceeding? 

A. That is correct. 

Mr. Littman: Five or six weeks ago? 

Mr. Dougherty: Yes. 

The Witness: That is correct. 

By Mr. Dougherty: 

Q. Did I not request you, Mr. Miller, to take Mr. French's 
Exhibit No. 11 and with that as a basis make such comments 
as you might think proper, and make such revisions of it 
as you might thing proper? In other words, without try¬ 
ing to start all over again, utilize his basis for the work I 
asked you to do? 

A. That is correct. 

[1226] Q. Now, I have already had identified as Exhibit 
No. 57 a statement that is headed: “Reallocation of F.P.O. 
Staff Cost of Service Year 1943.” Is that the statement 
which embodies the conclusions which you have reached in 
this work on allocation cost? 

A. Yes, I prepared this exhibit. 

Q. Generally, in approaching this problem, what methods 
did you follow and what steps did you take, and what 
information did you seek to get? 

A. First, I had to know what the costs were that were 
being allocated and for that purpose I took Exhibit 11 
and studied Exhibit 11 and traced back the testimony about 
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Exhibit 11 and the other exhibits which had been used as the 
basis of Exhibit 11. I also studied Exhibit 10, I believe 
that is the number, which was 1942, because some of the 
narrative in Exhibit 10 was intended to apply also to 
Exhibit 11 and had not there been repeated. 

I first looked at the way in which that allocation exhibit 
had been made up, to see whether I was generally in agree¬ 
ment with the methods that had been employed, 'there 
were two methods listed in that: Method No. 1 and Method 
No. 2. However, Method No. 1, that is, the demand and 
commodity method was the one on which most stress had 
been placed, and I am generally in agreement with the 
method that has been used in allocation, that is, this Method 
No. 1. I 


[1227] In this demand and commodity method the i*osts 
are grouped. Certain costs are put into a demand category 
and other costs arc put into a commodity category, and 
then there are minor items of cost which go into neither 
of these categories. In Exhibit 11 there were two minor 
categories, one called “Other” and the other called “Loc|al”. 
The usual name for the category there called “Other” 
was “Customer Cost”, so that I should say in general the 
grouping was in accordance with my ideas. 

Then I looked at each item of cost to determine whether, 
in my opinion, the group to which that item of cost had Ipeen 
assigned was the proper group. In some cases there was 
some question as to the proper group in which this ijtem 
should be assigned; in other cases I was definitely of the 
opinion that the grouping was not as I would do it. I there¬ 
fore checked those items which, in my opinion, had not 
been grouped in accordance with the applicable principles 
and regrouped them. ] 

Q. Now, let us get to that particular part of your sthdy. 
Turning to the first sheet in the exhibit, 57, which is headed, 
“Explanation of Schedule No. 1”, where you say that cer¬ 
tain costs were transferred from “Commodity” to “[De¬ 
mand” columns, certain other costs were transferred from 
“Demand” to “Other”, will you carry forward then the 
the explanation of the regrouping of costs from Exhibit 
11 as you have done in vour studv? 

A. Mr. Dougherty, do you have a copy of Exhibit 11 to 
which I may refer? 

[1228] Q. Yes (handing document to the witness). 

A. The first item given on the sheet headed “Explanation 
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of Schedule Xo. 1" is purchased gas expense in the amount 
of $25,025.56, which in Schedule Xo. 5 of Exhibit Xo. 11 
had been listed under “Commodity". The detailed expla¬ 
nation of that amount is shown in Schedule Xo. 10 of the 
same exhibit. The principal item entering into that cost 
is operating labor, dispatching labor, which is nearly $19,- 
000 out of the $25,000, and then there are some $6,000 of 
operating supplies, charts and maintenance. In consider¬ 
ing the nature of this cost it is plain to me that the amount 
of this cost does not increase as the amount of gas handled 
increases and does not decrease as the amount of gas 
handled decreases, and therefore it is not properly placed 
in the commodity column, it belongs in the demand column, 
because it is the kind of cost which does not vary even 
roughly in proportion to the amount of gas handled. 

Q. Do I understand you to mean there that whether they 
purchase 40,000,000,000 cubic feet in the year or 30,000,- 
000,000 cubic feet, these particular costs would remain 
the same substantially? 

A. That is true; but, more than that, it costs as much 
for a chart on which you have 5,000,000 cubic feet of gas 
recorded as it does for a chart on which vou have 10,- 
000,000 cubic feet of gas; it costs as much to turn the valves 
which bring the gas into the svstem whether vou bring 
[1229] through those valves during the year, as you say, 
40,000,000,000 cubic feet or 30,000,000,000, and, in fact, 
within the year it may sometimes happen that the cost of 
this labor will increase while the amount of gas is decreas¬ 
ing. 

Q. Xow, you mentioned that they do not change or vary 
in relation to variations in quantities of gas that are taken. 
Is that a principle that you follow in determining whether 
the cost shall be assigned to commodity or to demand costs? 

A. That is correct. Do you have a copy of Exhibit 10? 

Q. Yes (handing document to the witness). 

A. On page 11 of Exhibit Xo. 10 there is given an expla¬ 
nation of the classification of costs, and under “Trans¬ 
mission Expense", there is an item, Xo. 2, “Commodity 
Cost, Cost Incurred Predominantly in Proportion to the 
Annual Volume of Gas Delivered." I subscribe to that prin¬ 
ciple that any cost is a commodity cost when it is predomi¬ 
nantly incurred in proportion to the annual volume of gas 
delivered, and that would be true whether it be labeled a 
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transmission expense or purchased gas expense; the label 
applied to it does not change the nature of the cost. 

Q. Well, will you continue, if you have any more on that; 
and, if not, continue with the rest of the items which you 
have regrouped? 

A. There are several items under * ‘ Distribution Expense ’ ’ 
which had been grouped under “Demand”, and I have listed 
[1230] these items on Schedule No. 1, the explanation sheet. 
These are under distribution expense, including mainte¬ 
nance of structures and improvements, pumping and iiegu- 
lating equipment, meters and other property on customers’ 
premises; and then there is a miscellaneous item under dis¬ 
tribution of rents. 

The principal item here is the maintenance of meters. 
Exhibit No. 10 on page 12 states that the maintenance ex¬ 
penses under distribution expense were allocated on the 
basis of demand, whereas other distribution expense was 
allocated on the basis of the number of delivery points. 
Now, in my view, the allocation of distribution expcns^ on 
the basis of the number of delivery points is a reasonable 
allocation, although under ordinary circumstances I would 
have preferred an allocation on the basis of number of 
meters rather than number of delivery points. However, 
I see no reason for allocating the maintenance expense 
under this account classification in any other way. There 
is no difference between the maintenance expense and the 
other distribution expenses which would make it desirable, 
in my opinion, to allocate them in any different way. There¬ 
fore, I have transferred all of these distribution expehses 
under maintenance from “Demand” to “Other”. 

The next item is “Administrative and General Expense”. 
Of this amount of $294,128.32 shown in Schedule No. £j of 
Exhibit No. 11, $110,974.62 had been allocated to “Commod¬ 
ity”. The reason given for this allocation is shown on 
[i231] page 12 ot* Exhibit No. 10, where it is stated that 
administrative and general expenses were allocated on the 
basis of the ratio developed on all other costs exclusive of 
gas purchased expense. 

Do you have a copy of Exhibit 3, Mr. Dougherty ? 

Q. Yes (handing document to the witness). 

A. The detail costs which come under the heading “|Ad- 
ministrative and General Expenses” are shown on page 
26 of Exhibit No. 3. These costs are salaries of general 
officers and executives, other general office salaries, ex- 
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penses of general officers, expense of general office employ¬ 
ees, general office supplies and expenses, special services, 
special legal services, regulatory commission expenses, in¬ 
surance, injuries and damages, employees’ welfare benefits, 
pensions, miscellaneous general expense, maintenance and 
rents. In my scrutinv of these I came to the conclusion 
that these were expenses which did not vary even roughly in 
proportion to the amount of gas handled, and therefore all 
of them belonged in the demand column. 

The next item which is shown on the explanation sheet of 
Schedule No. 1 is depreciation, the amount being $71,336.33. 
That comes from Schedule No. 5 of Exhibit No. 11. This 
amount represents the depreciation of compressor station 
equipment in part. The explanation given is on page 13 of 
Exhibit No. 10, in which it is stated that the annual cost of 
depreciation had been apportioned on the basis of demand 
[1232] except the depreciation of compressor station equip¬ 
ment which was allocated on the basis of 50 percent com¬ 
modity and 50 percent demand. This is not a complete 
explanation. There is a further explanation in the tran¬ 
script record, and if I might have the volume of the record 
in which this exhibit, No. 11, was explained- 

Trial Examiner: That is Exhibit No. 10? 

The Witness: Exhibits 10 and 11 were explained. At 
page 401 of the record the treatment of compressor station 
equipment depreciation has been explained. This was 
divided 50-50, because the equipment in compressor stations 
depreciated to a greater extent on the basis of use rather 
than by virtue of time. On page 401 it was also stated that 
in the building up of a straightline rate it was necessary 
to give consideration to the use of equipment in arriving 
at a total average rate, and in the case of compressor sta¬ 
tion equipment use the total engine hours have to he taken 
into consideration in arriving at the weighted average rate. 
In this case, however, I found, by reference to Exhibit 
No. 5, which is the stipulation on depreciation, that the 
3Vi» per cent annual rate is based on the gas reserves of the 
fields from which Mississippi now secures its natural gas 
supplies, and that the use of the equipment was not consid¬ 
ered in building up this 3VI* percent rate. Therefore, the 
reason given for allocating this particular depreciation 
item in the way in which it was allocated, on examination 
disappears. 
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[1233] The next three items, Federal income tax, oiher 
taxes and return, were split in Exhibit No. 11 between 
“Commodity” and “Demand.” Federal income tax pid 
return were split equally between “Demand” and “Com¬ 
modity.” Other taxes are detailed on Schedule No. 6 of 
Exhibit No. 11. Of these there were capital stock taxes land 
income taxes other than Federal income taxes which were 
split half to “Demand” and half to “Commodity.” This 
treatment is, of course, consistent with the treatmentl of 
Federal income tax. I transfererd all of these amounts 
from “Commodity” to “Demand.” 

In considering the nature of the elements, that is return 
and taxes based on return, it was plain to me that they are 
largely independent of the annual volume of gas delivered 
and therefore are not demand costs under the ruling prin¬ 
ciple. The return has been calculated as a percentage c[f a 
rate base, and in that calculation no account was takeh of 
the annual volume of gas delivered. It did not enter into 
the calculation in any way. The taxes which are based on 
that return are likewise calculated without consideration 
of the annual volume of gas delivered. Therefore these 
costs meet the definition of demand costs. They are pre¬ 
dominantly proportional to the size of the plant, to the in¬ 
vestment in the plant, and do not vary with the annual 
volume of gas delivered. 

Now, there is a slight error in this statement, or rather a 
slight lack of consistency. The income taxes other than 
[1234] Federal income taxes were not recomputed from 
what I could lind but were the taxes actually incurred by 
the company in its operations. It may have been that tlibse 
taxes would have been less if the company’s return were 
the amount used for calculation of the Federal income lax 
to the extent that the State income taxes or local income 
taxes, if such there be, exceed what they would have bcien 
if the company's income were what was assumed in compet¬ 
ing the Federal income tax. To that extent those taies 
are not based on return and are not consistently part of 
the cost of service, that is, consistent with the Federal pi- 
come tax. However, I made no attempt, since the amoi 
is relatively small, to determine what the change in Sti 
income tax would be, and I believe it was quite propbr, 
since the amount was small, not to make any further calcu¬ 
lation on that point. 
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Bv Mr. Doughertv: 

Q. Now, when you finished these various regroupings, 
did you set them forth as indicated on Schedule No. If 

A. Yes, I did. 

Q. And in order to know the difference between your 
grouping of these costs and that made by Mr. French in 
Exhibit 11, with what schedule in Exhibit No. 11 should 
Schedule No. 1 in your Exhibit 57 be compared? 

A. Schedule No. 1 of Exhibit 57 should be compared with 
Schedule No. 5 of Exhibit No. 11. 

[1235] Q. And the net results are shown, I presume, at 
the bottom of the explanation sheet for Schedule No. 1, 
namely, an increase of demand cost and decrease of com¬ 
modity cost, and an increase of other costs in the amount 
there indicated? 

A. That is correct. 

Trial Examiner: We will take a recess to reconvene at 
2 o’clock. 

(Whereupon, at 12:40 p. m., a recess was taken until 2:00 
p. m. of the same day.) 

[1236] Afternoon Session 

(The hearing was resumed at 2:00 o’clock p. m.) 

Trial Examiner: Please come to order. 

Mr. Littman: If the Examiner please, we now have two 
stipulations covering the corrections to the transcript of 
record, Volumes 1 through 8. The Company’s proposed 
stipulation, that is, the Mississippi River Fuel Corpora¬ 
tion's stipulation, is executed by all the parties, counsel for 
all the parties, including the interveners. 

The proposed stipulation which Commission counsel pre¬ 
sents is executed only by counsel for the Mississippi River 
Fuel Corporation and for the Commission, and does not 
contain the signatures of the interveners, The Laclede Gas 
Light Company, the City of St. Louis, and The St. Louis 
County Gas Company. If those missing signatures are 
really necessary, or are required, we will be glad to under¬ 
take to get them; but it seems to us, in view of the fact that 
these interveners have not taken any active part in this 
proceeding, except as to the testimony of one witness, a 
Mr. Kinsev, whose testimonv we have not undertaken. 
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cither of us, to correct, we felt perhaps it might be accept¬ 
able in its present form. 

Trial Examiner: The stipulations will be received in 
their present form. If it is found necessary to secure the 
signatures of counsel for the interveners, the Trial Exam¬ 
iner will undertake to do that. 

[1237] Whereupon, Benjamin Miller the witness on jthc 
stand at the time of recess, resumed his testimony as 
follows: 

Direct examination (resumed). 

Bv Mr. Doughertv: 

Q. Mr. Miller, continuing with Exhibit 37, you have in it 
Schedule 2, and also an explanation of Schedule 2. Will 
you just briefly tell what the figures show on Schedule 2'j? 

A. Schedule No. 2 of Exhibit No. 57 is based on Schedule 
No. 2 of Exhibit No. 11. The regrouped costs shown in 
Schedule No. 1 of Exhibit No. 57 appear in total in Schedule 
No. 2 of Exhibit 57, and they have there been divided!or 
distributed among the customers and groups of customers 
listed, in exactly the same way as the costs shown in Sched¬ 
ule No. 5 of Exhibit No. 11 were distributed in Schedule 
No. 2 of Exhibit No. 11. 

The purposes of Schedule No. 2 of this Exhibit is to sh|ow 
the effect on the allocation of costs to customers and groups 
of customers, of the changes made in preparing Schedule 
No. 1 of this exhibit, while continuing to follow Method 
No. 1, that is, the method described in Exhibit No. 11, of 
allocating the demand costs on the basis of the sales on 
February 14, 1944. 

Therefore, each item shown under Demand, Commodity 
[1238] and Other, in Schedule No. 2 of Exhibit No. 57, be<jrs 
the same relationship to the corresponding item in Schedule 
No. 2 of Exhibit No. 11, as the totals shown on Schedule No. 
1 of Exhibit 57 bear to the corresponding totals shown [on 
Schedule No. 5 of Exhibit No. 11. 

The result, then, is to change the particular cost items 
allocated to the various customers and groups of customers, 
and the principal result is to change the excess of revenue 
over cost applicable to total sales for resale from $S78,- 
038.29 to $703,753.97, a decrease of $114,284.32. 
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That change, then, is the end result of the regrouping of 
costs in tlie categories Demand, Commodity and Other, 
which I have previously described. 

Q. How have you distributed the costs which are listed 
as Other Costs, that is, the amount which, as you have re¬ 
adjusted them, amount to $66,999.22? 

A. The total $66,999.22 of Other Costs is to be compared 
with a total of $48,183.10 of Other Costs shown in Schedule 
Xo. 5, Exhibit Xo. 11. 

Now then, in Schedule Xo. 2 of this exhibit, in the column 
headed Other, each item bears the same ratio to a corre¬ 
sponding item in Schedule Xo. 2 of Exhibit Xo. 11 as the 
total $66,999.22 bears to the $48,183.10. 

The reason for that is that I did not have available to 
me the exact method, the working papers, that were used 
[1239] in the preparation of Exhibit Xo. 11, but from the 
description given in Exhibit Xo. 10, and in the record, it 
appeared that these costs were distributed on the basis of 
the number of delivery points; and as I previously testified, 
while I would prefer to allocate such costs on the basis of 
the number of meters, I recognize that the number of de¬ 
livery points is a reasonable way of allocating them, so I 
followed that method, in effect, by using the ratio of total 
costs. 


Q. Would it be correct to say that you have spread the 
difference between your total of Other Costs and the amount 
of Other Costs from Exhibit 11, to the various classifica¬ 
tions of customers in the ratio which those figures in Exhibit 
11 bear to each other? 

A. Yes, that would be correct. 

Q. Xow, will you read from Exhibit 11 the total amount 
of Demand Costs that have been allocated to Sales for 
Resale? 

A. In Exhibit Xo. 11, the Sales for Resale have been 
allocated, in total, Demand Costs of $1,102,281.14. 

Q. And that is to be compared with vour Demand alloca¬ 
tion of $1,486,313.10? 

A. That is correct. 

Q. What is the Commodity Cost figure allocated to Sales 
for Resale in Exhibit 11? 

A. In Exhibit Xo. 11, the total Commodity Cost alloca¬ 
tion to Sales for Resale is $1,497,213.81. 

[1240] Q. And that would be compared with vour figure of 
$1,219,505.50? 
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A. That is correct. 

Q. Now, what are the comparable figures under the head¬ 
ing of Other Costs? 

A. In Exhibit No. 11, the total Other Costs allocated to 
Sales for Resale is $20,385.16. That amount is comparable 
to the amount $28,345.83 which appears in Schedule No. $ of 
Exhibit 57. 

Q. Why is it that the Demand Costs allocated to Sales 
for Resale increase in your allocation on Schedule 2 of Ex¬ 
hibit 57 over what tliev are in Exhibit 11? 

* | 

A. The Demand Costs allocated to Sales for Resale,! as 
well as all the other Demand Costs, are greater in Schedule 
No. 2 of Exhibit 57 than they are in Schedule No. 2 of Ex¬ 
hibit 11, for the reason that my regrouping of costs resulted 
in an increase in the total Demand Costs from $2,450,744.23 
to $3,304,577.32, and since I distributed that total in exactly 
the same way as had been done in the preparation of Sched¬ 
ule No. 2 of Exhibit No. 11, an increase in the total means a 
corresponding increase in every item making up that to|al. 

Q. Why is it that when you add all your costs together, 
after this regrouping, you get a greater total amount of 
costs allocated to Sales for Resale on your Schedule 2 in 
Exhibit 57 than has been allocated to Sales for Resale in 
Exhibit 11? | 

[1241] A. In general, my regrouping increases the tojtal 
for Demand Costs and decreases the total for Commodity 
Costs. The Demand Costs have been allocated on the ha^is 
of the sales on February 14, 1944. The Commodity Costs 
have been allocated on the basis of total sales for the vear 

1943. 

In considering each of these, the sales on February 14, 

1944, amounted to 135,866 MCF, according to Schedule TjTo. 
2 of Exhibit No. 11, of which 61,109 MCF was Sales for Re¬ 
sale. Therefore, there has been allocated to Sales for Re¬ 
sale, of the Demand Costs,—of the total Demand Costs, tliat 
is,—a fraction whose numerator is 61,109 and whose de- 
nominator is 135,866. 

The total sales for the year, as shown on Schedule No! 2 
of Exhibit No. 11, were 43,035,374 MCF, of which the Sales 
for Resale were 13,695,401 MCF. Therefore, the total 
Commodity Cost allocated to Sales for Resale bears to all 
Commodity Costs the same ratio as 13,695,401 bears to 
43,035,374.’ 

28—9181 
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We have, then, two fractions representing the propor¬ 
tion of the total Demand Costs and of the total Commodity 
Costs allocated to Sales for Resale, and the fraction which 
is used for Demand Costs is greater than the fraction which 
is used for Commodity Costs. The fraction which is used 
for Demand Costs is a little over 44/100; whereas, the frac¬ 
tion used for Commodity Costs is less than 33/100. 

Mr. Littman: You used the same fractions that Mr. 
[1242] French used, for the purposes of your exhibit? 

The Witness: That is correct, for the purpose of this 
schedule. 

Therefore, any change which increases the Demand Costs 
will increase the amount which is allocated to Sales for 
Resale, and a corresponding decrease in an allocation to 
Commodity will decrease the amount allocated to Sales for 
Resale, but since a greater proportion of the Demand Costs 
is allocated to Sales for Resale than the proportion of Com¬ 
modity Costs, the offsetting is not complete and leaves a 
balance, which is an increase in the allocation to Sales for 
Resale. 

Bv Mr. Doughertv: 

Q. To what extent does load factor operate as the cause 
of the differences in the fractions? 

A. Assuming, for this purpose, that you mean by “load 
factor” the relation between the average day’s sales and 
the sales on February 14, 1944- 

Q. (Interposing:) Yes. 

A. Then the higher the load factor, the less will be the 
allocation of the total costs by the regrouping which I used 
in comparison with the grouping used in Exhibit No. 11. 

Q. Now, will you turn to Schedule No. 3 and your expla¬ 
nation of it? 

Mr. Littman: Before you go to the next table, may I get 
[1243] this definitely clear in my mind? 

By Mr. Littman: 

Q. As I understand your testimony thus far, all you have 
done is to take the costs as shown by Mr. French in his 
exhibit, and shifted the amounts differently as among “De¬ 
mand”, “Commodity”, “Other”, and “Local” categories? 
You simply took amounts from one and put them into 
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amounts in other categories, for the reasons which jyou 
have explained, of course? 

A. Yes. 

Q. But that is all you have done so far in your testimony? 

A. Yes, Mr. Littman, except that you may consider (hat 
I have gone further than that, and I have shown the effect 
of those shifts also. 

Q. Yes; in other words, your summary sheet, whidp is 
Schedule 2 in your Exhibit 57, shows the result of tljose 
shifts? 

A. That is correct. 

Q. But you have not disturbed in any other respect Mr. 
French’s allocation study, that is, you have used his same 
starting costs, total over-all costs, the same revenues, the 
sales, and the same allocation percentages as reflected by 
demands, and takes on the various days, and the annual 
and peak day—you haven’t disturbed any of that, all you 
have done so far is simply basically made a different sfiift 
[1244] of costs as among the four categories which I have 
named, isn’t that so? 

A. That is basically correct. A little more specifically, 1 
have not touched the costs in the “Local” category at! all 

Q. You have not touched the “Local”? 

A. That is right. 

Q. Then your split or shift is simply among the tl) roe 
classes, “Demand”, “Commodity”, and “Other”? 

A. That is correct. 

I 

Mr. Littman: Thank von. 


By Mr. Dougherty: 

Q. Will you take up Schedule 3, Mr. Miller, and first 
state generally what further steps now have been takei^ in 
the preparation of this schedule? 

A. In Schedule No. 3 of Exhibit 57,1 have used as a bgsis 
the grouping of costs shown in Schedule No. 2 of Exhibit 
No. 11. That is, the regrouping in Schedule No. 1 of Ex¬ 
hibit 57 has not been used at all in the preparation of Sched¬ 
ule No. 3 of Exhibit No. 57. 

I 

Mr. Littman: Would you mind reading that answer bafok ? 

(The question was read by the reporter.) 

Mr. Littman: In other words, you did not here under¬ 
take to shift the costs as among the various classes? 
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The Witness: That is correct. 

[1245] Mr. Littman: But left Mr. French’s grouping 
exactly as he made it in Exhibit No. 11? 

The Witness: That is correct. The change which I have 
made is to allocate the Demand costs on the basis of sales 
during the four-day period December 14, 15, 16 and 17, of 
1.943, rather than to allocate such Demand costs on the 
basis of sales on February 14, 1944, and for the purpose of 
my testimony I have called that Method No. 3 to distinguish 
it from Method No. 1, about which I have previously testi¬ 
fied and which is discussed in Exhibit No. 11. 

The items shown in Schedule No. 3 of Exhibit 57 will, 
therefore, be generally the same as the items shown in 
Schedule No. 2 of Exhibit No; 11. The differences will ap¬ 
pear in the columns headed Demand, Total, Excess Of Reve¬ 
nue Over Cost, and Average Cost Cents/MCF. 

I have taken the total Demand Costs shown in Schedule 
No. 2 of Exhibit No. 11, in the amount of $2,450,744.23, and 
have redistributed those demand costs among the customers 
and groups of customers, based on the sales during the four- 
day period December 14, 15, 16 and 17, 1943. 

Mr. Littman: Is that the average of those days, do you 
mean? 

The Witness: As a matter of fact, it is in effect the aver¬ 
age. I happened to use the total, but the result would he 
exactly the same. 

[1246] By Mr. Dougherty: 

Q. Mr. Miller, if you took the figures on the last line 
on Schedule No. 3, Exhibit 57, which has a heading “Total 
System”, and compared those with the Total System fig¬ 
ures on Exhibit 11, I believe 2, you would find those to he 
the same, as I understand it? 

A. With the exception of the second column. 

Q. But particularly so far as the dollar figures are 
concerned, the Demand, total Demand costs, total Com¬ 
modity costs, and so forth, are all the same? 

A. That is correct. 

O. The differences, then, will be found in the figures 
above that line, and result from the use of a different 
group of percentages, in allocating the Demand costs? 

A. That is correct. 

Q. Your split of the total Commodity costs would he 
the same, T take it, as in Mr. French’s Exhibit 11? 
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A. Yes. j 

Q. Now, will you state why you have selected this gijoup 
of clays in December, 1943, as the basis for allocating your 
Demand costs as distinguished from the use of February 
14, 1944, which was the day Mr. French used in Exhibit 11. 

A. The Demand costs should be allocated, in my opinion, 
on the basis of what service the various customers and 
groups of customers got when there was the most intense 
11247] competition among them for that service. In iap¬ 
proaching this problem, I asked Mr. Davison in St. Louis, 
“During the heating season 1943-1944, when did you h'ave 
the greatest difficulty in satisfying the requirements of all 
of your customers?” And he told me that there was a 
period in the middle of December when he had had [the 
most difficulty in satisfying the requirements of all of his 
customers. I therefore requested the information about 
the sales on those days in December, during the middle of 
December, the weather conditions during that period, the 
interruptions, and all of the other data which I could get, 
relating to that period. There were interruptions to certain 
customers on many days during the winter season, jthe 
heating season 1943-1944, and as a first approximation 
one would expect that the sales would be the same on every 
day during which there were curtailments, because curtail¬ 
ments indicate that the customers want to buy more gas 
than the company is able to sell them. Therefore, one 
might expect, as a first approximation, that the company 
would sell on every such day the same amount of gas, that 
being the most gas that they could possibly sell. Howevlcr, 
examination of the records would indicate that that is 
not correct, that the sales on days on which there wore 
curtailments vary, which must mean that there are otljer 
things besides the desire of customers to purchase jjfas 
which control the amount of gas that the company cim 
sell. If it were true that the company could sell the 
[1248] same amount of gas on every day during which 
there were curtailments, it would be necessary to search 
among those days, then, for some period or periods jrm 
which to allocate demand costs, because it would be 
in those days that the distribution of sales varied. 

From my discussions with Mr. Davison, and my exanlii- 
nation of the records at the St. Louis offices of the company, 
it appeared that during the period December 14, 15, 16 ai|id 
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17, 1943, there was a cold spell, greater in duration and 
intensity than any other period that occurred during that 
heating season, and therefore in that time the ability of 
the system to supply gas to those customers depending 
upon it for service was most severely tested. All classes 
of customers then had maximum desire for gas, because 
every use of gas involves its combustion, and the useful 
effect which is to be obtained is always accompanied by 
some loss, and that loss is a function of the outside tempera¬ 
ture. The colder the weather, the more of the heat which 
is put into any operation is loss, for heating the atmosphere. 

Therefore, we had here a period during which each of 
the classes of customers had the greatest wish to take gas. 
All of them were not equally satisfied. Those classes of 
customers which were supplied under special contracts 
were told that they might not take as much as they desired 
at that time. In fact, on certain days they were told that 
112491 they could have no gas at all. 

I decided, under the circumstances of this case, that the 
total period would be a better measure than any day 
during that period, for the reason that this system has a 
certain amount of flexibility in line pack. The system 
can, for a short time, take out more gas than it puts in. 
It can’t keep that up very long, it might on one day take 
out a few million more cubic feet of gas than it could put 
in that day. If it tries to take too much gas out of the line, 
it impairs its ability to render service on all succeeding 
days. 

Any one day, then, the sales might be greater than they 
could be over a stretch of a few days, by taking advantage 
of that line pack. Therefore, it seemed to me that the 
proper measure was the total sales during this entire 
period, December 14,15,16 and 17, rather than any one day 
during that period. 

However, the sales on each of those days are shown in 
Schedule No. 5 of this exhibit, together with the percentages 
which each customer’s sales, or rather, group of customers’ 
sales were to the total for that day, and the percentages 
do not varv verv much from one day to another in that 
group. So that I would not consider it entirely unreasonable 
to take any one of those four days, but I prefer to take the 
entire period as a basis for allocation of Demand costs. 

Q. Mr. Miller, in your judgment, was the performance 
[1250] of the company’s pipeline during those four days 
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more severely tested as to its deliverable capacity than jit 
was on, for example, February 14, 1944? 

A. Yes. 

Q. Now, will you next, then, turn to Schedule 4, which I 
believe is the succeeding one, and show what changes you 
have given effect to in your allocation study of the alloca¬ 
tion made by Mr. French in Exhibit 11? 

A. In Schedule No. 4, I have combined the two types 
of changes which I recommend. That is, in Schedule Np. 
2 I show a regrouping of the costs among the several 
categories; in Schedule No. 3 I show only the effect of 
changing the days which I used for allocation of Demand. 
In Schedule No. 4, both things have been done. That is, in 
Schedule No. 4 the regrouped costs shown in Schedule 
No. 1 of this exhibit were distributed among the customers 
and groups of customers using the period December li, 
15, 16 and 17, 1943, rather than February 14, 1944, as the 
basis for allocation of Demand costs. This combined effect 
on the allocation of the two types of charges is shown 
in detail on Schedule No. 4, and the principal result is to 
change the Excess of Revenue Over Cost applicable to 
Total Sales for Resale, from $878,038.29 to $471,886.13, 
or a difference of $406,152.16. 

Q. Assuming the correctness of the total costs of service 
which you have used, in your judgment does Schedule 4 
[1251] show the best result to be obtained from following 
the principles which you have stated you have followed, 
in allocating costs of service between the different groups 
of customers of Mississippi River Fuel Corporation? 

A. I wouldn’t say the best result, Mr. Dougherty, for tie 
reason that there are some small items here w’hich I did not 
attempt to go into. In general, Schedule No. 4 shows mjy 
opinion of the preferable grouping of costs and the pre¬ 
ferable allocation of costs, assuming that the costs thenji- 
selves are correct. If I had started entirely afresh, I migljt 
have come out with results which were slightly different 
from these. 

Q. Such differences, percentage-wise, would be small, ps 
I understand from your statement? 

A. Yes, they w T ould be relatively minor changes. 

Q. Now’, you have included in this exhibit Schedules 5 
and 6, w’hich are the compilation of sales to the different 
customers on the four days in December—December 14th tjo 
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17th, inclusive—1943, and on February 14, 1944. Will you 
state the source of those figures, and how you arrived at 
them, in general? I don’t mean to have you go into all of 
the details of your reclassifications or adjustments for spe¬ 
cific gravity, but merely to give a general outline of how 
you arrived at these figures. 

A. The bases for the figures given in Schedule No. 6 are 
statements furnished to me by Mr. Davison on the sales to 
[1252] consumers under interruptible contracts on these 
several days. The totals, and the sales themselves, have not 
been corrected for the change in specific gravity from the 
assumed specific gravity. That change is a very minor 
change. However, 1 call attention to it at this point because 
the total sales shown at the foot of each column differ very 
slightly from the totals shown on Schedule No. 5, for sales 
lo interruptible consumers. That change is a change due 
to correction for specific gravity. 

Now in- 

Q. (Interposing) Just a minute. On that point, if you 
take Exhibit 33, which Mr. Davison put in this morning, 
that has some figures on it showing certain deliveries on 
December 13, 1G and 17. Now, is it the difference between 
certain of those totals and what you have here that you are 
talking about, or is it something else? 

A. I am talking about something else. 

Q. While you have this Exhibit 53 here before you, in 
making up your figures on Schedule 6 in Exhibit 57, what, 
if any, of the customers shown in Exhibit 53 did vou elimi¬ 
nate? 

A. In Schedule No. 6, there will not be found the sales to 
Arkansas Power & Light Company for resale to the Batcs- 
ville White Lime, because that is a sale for resale and not 
to a consumer. 

There will not be found the sale to the Glen Park Glencoe 
Lime Company, because as shown by the footnote in Exhibit 
[1253] 53, that is not an interruptible sale. 

The amount shown for sale to Alpha Portland Cement is 
less in Schedule No. 6 of Exhibit No. 57 than in Exhibit No. 
53, because I have subtracted the 500 MCF per day of firm 
gas. That is, Exhibit 53 includes the 500 MCF, and the 
footnote indicates that 500 MCF is firm. Exhibit No. 57 
has the net amount after taking out the 500 MCF of firm 
gas. 
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Similarly, the amount shown for Aluminum Ore is after 
taking out the 200 MCF per day of firm gas. 

Q. When you were speaking about specific gravity, you 

were talking about the differences in the totals of the columns 

on Schedule 6 and the figures as being interruptible sal^s on 

Schedule 5 for the same dav? 

* 

A. That is correct. 

Q. For example, for December 14, 1943, on Schedule 5, 
vou show Interruptible—5,512; whereas, on Schedule 6, it 
is 5,521 ? 

A. That is correct, there are very small differences, due 
to corrections for specific gravity. 

Now, I want to explain at this time the difference on 
Schedule No. 5 between the two columns headed “Feb. 14, 
1944“. One lias a note “ (A) ” and the other a note “ (]B) 

The column with note (B) has been copied from Exhibit 
No. 11. The column with the note (A) was made by mej and 
the major difference is in the distribution of sales tocon- 
f 1254] sumcrs between firm sales and interruptible sales. 
The total sales to consumers are very close in the two! col¬ 
umns, but the distribution is different, and that distribution 
is different for the reason which I have just been discussing, 
that is, the sale to Glen Park Glencoe White Lime Company 
and parts of the sales to Alpha Portland Cement Company 
and the Aluminum Ore Company have been put by me into 
the firm category rather than interruptible. 

In addition, I have put into the firm category the sa e to 
The St. Louis County Gas Company for underfiring their 
boilers. The other differences are in every case minor, and 
probably are due to slight differences in computation. None 
of them have any significance. 

Q. Well, Air. Miller, you have made no use of the Febru¬ 
ary 14 date which you have computed in any of these pre¬ 
ceding schedules, have you? 

A. No, I have not. 

Q. That is, when you did use the February 14, 1944, date 
on Schedule 2, you used it as taken from Exhibit 11 ? 

A. That is correct. However, I want to point out one 
tiling in that connection, Mr. Dougherty. On Schedule No. 
4, the sales, the annual sales and the revenues, the total to 
consumers, are the same as they are in Exhibit 11, but the 
firm and interruptible are different, both the annual s&les 
and the revenues. 
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[1255] Also, the average revenue is different from what 
is shown in Exhibit No. 11. This also reflects the reclassifi¬ 
cation I have made of the sales to the four consumers which 
I have considered as being firm sales; whereas, they were 
considered as interruptible sales in Exhibit No. 11. 

Q. Well, wouldn’t this be a correct statement, that the 
February 14th column, as you have put it in there, merely 
shows the extent of that shift of gas from firm to interrupt¬ 
ible, and makes it possible to compare how much difference 
that results in from the February 14 day used by Mr. 
French? 

A. That is correct. 

Q. So far as the total direct sales are concerned, you 
are practically at the same figure with him? 

A. That is correct. 

Mr. Dougherty: That is all the direct 1 had, unless you 
have some other comments vou want to make at this time, 
Mr. Miller. 

The Witness: I want to sav one more thing about one 
very minor point, as to Schedule No. 4, Other Costs. The 
distribution between interruptible and firm is incorrect 
for this reason, that 1 have there followed the method used 
in Exhibit No. 11, but 1 did not have the data by means 
of which to correct these other costs for the shift that 1 
have just been discussing. Roughly speaking, the firm 
Other Costs should be somewhat higher than there shown, 
[1256] and the interruptible Other Costs should be some¬ 
what lower than there shown. I cannot tell what the amount 
would be, but it would be a relatively small amount, a 
couple of thousand dollars. The total of the two would 
not be affected. 

Mr. Dougherty: That is all the direct 1 have, Mr. Liftman, 
for this witness. 

Mr. Liftman: 1 would like to have cross-examination 
reserved, please. 

• •••••• 

O. H. Sim onus (recalled). 

Direct examination: 

[1263] Q. Mr. Simonds, there has been marked for Iden¬ 
tification as Exhibit 43-A, a statement which has the head¬ 
ing, “Statement Showing Effect of Certain Adjustments 
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to ‘Summary of Cost Allocation’ contained in Exhibit 4j3.” 
Is that a statement which you have prepared and wgich 
contains a summary of the adjustments which you are iow 
making bv this Exhibit 43-A to the figures as contained in 
Exhibit 43? 

A. Yes, sir. 

[1264] Q. Will you take Exhibit 43-A and on Schedulb A 
of that exhibit you have first a column which is heajded 
Excess Revenue over Cost of Service per Exhibit 43. .jVrc 
those the figures that are contained in Schedule A, Sljeet 
1, of Exhibit 43? 

A. Yes sir. 

Q. Now you have stated in your explanatory materia]! in 
this Exhibit 43-A that you have made certain adjustments. 
You first speak of an adjustment resulting after revenues 
from the sales of Crossett arc increased by the amount of 
Severance and Gathering Tax. Will you explain that? 

A. In Exhibit 43 the revenues shown as accruing fifom 
the sales of gas to the Crossett Lumber Company did ^iot 
include the severance and gathering tax on such gas, 
which was collected from the Crossett Lumber Company. 

Q. Have you included now, as revenues from the sale of 
gas to Crossett, the severance and gathering taxes which 
you have referred to? 

A. Yes sir. 

Q. And those amount to how much? 

A. $8,085. 

Q. Then what other adjustments have you made in respiect 
of the Crossett sale? 

A. I have made adjustments which undertake to charge 
against Crossett operations the cost of pumping the Cros- 
sett gas at Perrvville Compressor Station, and transmit¬ 
ting it to Crossett. 

[1265] Q. Now I note in the explanatory material jin 
Exhibit 43-A that you have these dollar figures down at 
the bottom of page 1, one of them being the tax figure which 
you have just given me of $8,085. Now is the direct charge 
which you have made against Crossett, which you hive 
just referred to, the one discussed under Paragraph fc) 
on page 2 of Exhibit 43-A? 

A. It is, yes sir. 

Q. And what is the effect, in dollars, of charging j;he 
Crossett service with this compressor station expense ! of 
different kinds? i 
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A. The effect is to reduce the demand and commodity 
costs by $24,232, and $5,921 respectively. 

Mr. Liftman: Where do those figures appear in this 
exhibit ? 

Mr. Dougherty: On page 2 of Exhibit 43-A, in the ex¬ 
planatory part. 

Mr. Liftman: But not in the tables? 

Mr. Dougherty: No, they are not in the tables; they arc 
at the front of the exhibit. 

Bv Mr. Doughertv: 

Q. Now the result of making these adjustments and 
changes in the handling of the Crossett sale is what, in 
the way of dollars, as between what you show in Exhibit 
43 and what you show in Exhibit 43-A? 

A. It has the effect of reducing the cost of service allo¬ 
cated to firm gas by the amount of $30,153. 

[1206] Q. I am particularly interested in the effect it has 
on the Crossett situation. You show in Exhibit 43, Sched¬ 
ule A, a treatment of Crossett bv which vou have revenues 
. • • 

of $95,064, and costs charged directly against Crossett of 
$74,544, and you show an Excess Revenue over Cost of 
Service of $20,520. 

A. The effect of these adjustments is to reduce that 
Excess Revenue over Cost of Service to a deficit of $1,548. 

Q. Now have you, therefore, treated Crossett by charg¬ 
ing that particular business with the various items which 
you think should be charged against it, or which should 
he allocated against it, in determining the cost of rendering 
that service? 

A. Yes sir. 

Q. Your revenue, as you state, has been increased so 
that that now would be $103,149? 

A. Yes sir. 

Q. And you are charging it with a variety of expenses 
which total $30,153? 

A. Yes sir. 

Q. So in effect the difference is whatever results from 
the subtraction of $8,085 from $30,153? 

A. Yes sir. 

[1267] Q. Now why have you, in making this adjustment, 
felt it proper to make these various charges against the 
Crossett sale. You have stated in your explanatory mate- 
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rial on page 2, under (c), certain of the items of cost which 
are reflected in the $30,153. Will you explain why you hjive 
handled the Crosselt sale in this fashion? 

A. The Crossett gas is compressed for transmission pur¬ 
poses at the Perryville Compressor Station. It is proper 
that Crossett gas should bear the cost of such compression, 
both as respects operation and as respects the proportion 
of the Crossett gas to the total gas pumped on the day| of 
maximum firm gas demand. In addition, it is proper t]iat 
the Crossett gas should carry the investment charges ion 
approximately five miles of looping line, running north of 
Perryville, the purpose of which was to permit the delivery 
of Crossett gas without affecting in any way the capacity 
of the main transmission line. 

Q. In your judgment was that particular 3.16 miles jlut 
in for serving Crossett—or I should probably state it tljiis 
way, is it used for that purpose? 

A. It is, and it is my understanding that it was so (lie- 
signed that it would permit the transportation of Crossett 
gas without any detrimental effect upon the capacity of tjlio 
main line. j 

(^. Now to the extent that you have charged this Crossett 
sale with the operating costs of the Perryville Station, sufcdi 
as labor, supplies and expense, fuel and maintenance, djid 
[1268] you then take out of those similar items of coit, 
where they had been set up or spread to commodity aijid 
demand charges, an amount of money equal to the $30,153? 

A. Yes, sir. 

Trial Examiner: We will take a recess of five minutes. 

I 

(Whereupon a five minute recess was taken, after whk[h 
the hearing was resumed.) 

| 

Trial Examiner: Please come to order. i 

Bv Mr. Doughertv: 

* 

Q. Mr. Simonds, other than Crossett, or adjustments re¬ 
sulting from the Crossett sale which you have made, an|d 
concerning which you have just testified, you state in you|r 
Exhibit 43-A that you have made certain credits to tlile 
Total Cost of Service, totalling $56,310. Now 1 note thajt 
you show on Schedule A under the heading of Adjustment'^ 
—Interruptible Industrial—$46,304, which is likewise stated 


446 


in your explanation on pa,ire 2. Of what character is that 
adjustment ? 

A. That was an item of Other Income, or Other Gas 
Revenue, representing a collection from an interruptible 
customer for oil on an equivalent BTU gas basis when it 
was necessary for the customer to use oil, occasioned by the 
interruption of the gas supply. 

Q. In the adjustment which you make you state that you 
credit Direct Charges, and the result of that then is to in¬ 
crease the Excess Revenue which results from the inter- 
11269] ruptible industrial gas after the change in the allo¬ 
cation of costs? 

A. Yes sir. 

Q. Then you have another item of $10,006 which you say 
you have credited to Demand Costs? 

A. Yes sir. 

Q. And that would be reflected throughout the distribu¬ 
tion of Demand Costs to the various customers, I presume? 

A. It would. 

Q. To get the comparison of the net results, if we turn to 
Schedule A of Exhibit 43, and Schedule A of Exhibit 43-A, 
and look at the last column on each schedule, does that show 
you the final effects of the adjustments made in Exhibit 43 
for the vear 1942, and on the basis as computed on Sched¬ 
ule A? ' 

A. It does. 

Q. Now Schedule A in Exhibit 43 was on the basis of 
making no allocation of demand costs to interruptible in¬ 
dustrial gas, as I recall? 

A. That is correct. 

Q. Now in your Exhibit 43, Schedule B, you did make an 
allocation of costs, that is of demand costs, to interruptible 
industrial gas, is that correct? 

A. Yes sir. 

Q. And then, in order to carry these adjustments which 
you now have made in Exhibit 43-A, to the type of alloca¬ 
tion which is shown on Schedule B of Exhibit 43, do we take 
[1270] the figures shown in Schedule B of Exhibit 43-A, 
in the last column, and compare them similarly with tin* 
last column of figures on Schedule B of Exhibit 43? 

A. Yes sir. 

Q. Now Schedule C in Exhibit 43 is on what basis? 

A. That was on the basis of using the day of maximum 
system demand, as selected by Mr. French. 
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Q. That is, as shown on Schedule ('■ of Exhibit 43, as; of 
March 3, 1943? 

A. Yes sir. 

Q. Have you carried your adjustments which you are now 
making, into the allocation as designated by Schedule Cj in 
Exhibit 43, and are those found in Schedule C of Exhijbit 
43-A? 

A. They are. 

Q. So that by taking Schedules A, B and C of Exhibit 
43-A, and comparing those with the same schedules, that is 
the same schedule letters of Exhibit 43, we can find the final 
net effect of the adjustments which you have made? 

A. You can. 

Q. And with respect to those, will you point out, so that 
it will be in the record, what those differences are, that is 
particularly with respect to the excess revenue over cost of 
service for sales for resale? 

A. The effect of the adjustments is to reduce the excess 
revenue over the cost of service in Schedule A of Exhibit 
[12711 43 bv $22,441. 

Mr. Littman: In other words, instead of losing $201,/j22 
a year on your sales for resale, you now show that you j re 
only losing $179,281? 

The Witness: Yes sir. 


Bv Mr. Doughertv: 

Q. That relates, however, to the method of cost allotra 
tion shown on Schedule A of Exhibit 43? 

A. Yes sir. Similarly, with respect to Schedule B of 
Exhibit 43, the excess revenue over cost of service shown in 
such exhibit to be $103,287, as respects sales for resale— 

Q. (Interposing.) That is a deficit of that amount. 

A. Yes, a deficit, thank you—of $103,287, such deficit!is 
reduced by $33,602, and becomes a deficit of $69,685. 

As respects Schedule C of exhibit 43, the Excess Reveniie 
over Cost of Service of $206,540, applying to Resale Gijs, 
is increased by $30,326, and such excess revenue becomes, 
as in Schedule C of Exhibit 43-A, $236,866. 


Mr. Dougherty: If the Examiner please, Mr. Simonas 
has prepared another statement of adjustments which, m 
summary form, shows the adjustments to Exhibit 44, which 
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I suggest we now have marked for identification as Ex¬ 
hibit 44-A. 

Trial Examiner: It will be so marked. 

(The document referred to was marked Exhibit 44-A for 
identification.) 

[12721 By Mr. Dougherty: 

Q. Mr. Simonds, there has been marked for identification 
as Exhibit Xo. 44-A, a statement which is entitled, “State¬ 
ment Showing Effect of Certain Adjustments to ‘Summary 
of Cost Allocation’ Contained in Exhibit 44.*’ Is that a 
statement which you have prepared to show the results of 
the adjustments which you have made for the year 1943 to 
Exhibit 44? 

A. It was prepared under my direction. 

Q. You have stated in the explanatory matter at the be¬ 
ginning of the exhibit, the particular adjustments which 
have been made. Are those of the same character as you 
have made with respect to Exhibit 43, and concerning which 
you have testified in your description of Exhibit 43-A ? 

A. Yes sir. 

Q. Is the difference merely one of different dollars that 
result because of the fact that thev treat with different 
years? 

A. The same procedure was followed exactly, except as 
respects dollars. 

Q. And your testimony in describing what was done 
would be substantially the same as it was with respect to 

43- A? 

A. It would. 

Q. Without going into all of that, will you turn to Exhibit 

44- A and read into the record now the net result of the ad¬ 
justments as they relate to each of the schedules A, B and 
[1273] C in Exhibit 44, and as now shown in Exhibit 44-A? 

A. In Schedule A of Exhibit 44 the Excess Revenue over 
Cost of Service in connection with Resale Gas was shown 
as $169,571. Due to the adjustments covered by Exhibit 
44-A, such excess revenue over the cost of service is in¬ 
creased $21,464, and becomes $191,035. 

Schedule B of Exhibit 44 indicated the Excess Revenue 
over Cost of Service for Resale Gas to be $322,583. As a 
result of the adjustments made in Exhibit 44-A, such excess 
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revenue over cost of service is increased $32,617, and be¬ 
comes $355,200. 

Schedule C of Exhibit 44 indicated an Excess Revenue 
Over Cost of Service for Resale Gas of $527,946. As a 
result of the adjustments covered by Exhibit 44-A, such 
Excess Revenue over Cost of Service is increased $30,o55, 
and becomes $558,501. 

Mr. Dougherty: Mr. Examiner, Mr. Simonds has ajlso 
prepared a statement showing certain adjustments to the 
allocation of costs as contained in Exhibit 48, which reljate 
to what was termed the test year, or normal test year. IVJay 
I suggest that this statement be marked for identification 
as Exhibit 48-A? 

Trial Examiner: It will be marked for identification as 
Exhibit No. 48-A. 

I 

(The document referred to was marked for identification 
as Exhibit No. 48-A.) 

By Mr. Dougherty: 

Q. Mr. Simonds, there has been marked for identification 
[1274] as Exhibit 48-A, a statement which is entitled, 
* ‘ Statement Showing Effects of Certain Adjustments to 
‘Summary of Cost Allocation’ Contained in Exhibit 48.” 
That is the statement which you have prepared showing 
the adjustments which you have made and which are re¬ 
flected in this Exhibit 48-A? 

A. That statement was prepared under my direction, yes. 

Q. Are the adjustments made of the same character that 
you have testified about concerning Exhibits 43 and 44, as 
reflected in Exhibits 43-A and 44-A? 

A. They are. 

Q. And your testimony about the adjustments reflected 
in Exhibit 48-A would be substantially the same as you ga ve 
with respect to those other exhibits? 

A. It would. 

Q. Will you, then, simply turn to the exhibit and shjsw 
what the effect has been of these adjustments on the Excess 
Revenue over Cost of Service of Gas Sold for Resale? 

A. Schedule A of Exhibit 48 indicated a deficit in Revenue 
over Cost of Service for Resale Gas of $46,672. As a result 
of the adjustments made in Exhibit 48-A, such deficit Rev- 

29—9181 
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enue over Cost of Service is reduced by $22,785, and be¬ 
comes a deficit of $23,887. 

Schedule B of Exhibit 48 indicates an Excess Revenue 
over Cost of Service for Resale Gas of $27,614. As a result 
of the adjustments contained in Schedule 48-A, such Excess 
[1275] Revenue over Cost of Service is increased $21,170, 
and becomes $48,784. 

As respects Schedule C of Exhibit 48, the Excess Revenue 
over Cost of Service therein indicated is $365,767. As a 
result of the adjustments contained in Exhibit 48-A, such 
Excess Revenue over Cost of Service is increased $17,709 
and becomes $3S3,476. 

Mr. Dougherty: That is all I have of this witness at this 
time. 

Mr. Littman: I would like to ask a few questions of this 
witness at this time, still reserving further cross exami¬ 
nation. 


Cross-examination. 

Bv Mr. Littman: 

» • 

Q. In each of these exhibits that you have just presented, 
namely, Exhibits 43-A, 44-A and 48-A, on the first page of 
each you have referred to the fact that the cost of service 
allocated to the Crossett Lumber Company is increased by 
a portion of the Perryville Compressor Station expense, 
and that the demand and commodity costs in the aggregate 
are reduced by a like amount. Are you prepared to state 
what costs you used per MCE for the compression of gas 
at Perryville? 

A. I used the 1943 costs as per books—excuse me—for 
the year 1942, that is to say Exhibit 44, I used- 

Mr. Doughertv (interposing): Mr. Simonds, that is Ex¬ 
hibit 43. ' 1 ‘ 

The Witness: Exhibit 43, yes, I am sorry—I used the 
[1276] compressor station costs per books of .51586 cents 
per MCF. 


By Mr. Littman: 

Q. .51586 cents per MCF, is that right? 

A. Yes sir. 

Q. Is the figure which you just gave of .51586 cents the 
direct cost, exclusive of return, depreciation and taxes? 



A. Yes sir. 

Q. Now you have thus far submitted nine different allo¬ 
cation conclusions, haven’t you? 

A. Three as respects the year 1942, three as respects the 
year 1943, and three as respects the so-called test year. 

Q. Now when you were last on the stand in St. Louis 

before you put in these supplecmnts to Exhibits 43, 44 and 

48,1 believe you stated that the method referred to or shojsvn 

in Schedule A of Exhibit 43 was the one on which vou wire 

* 

placing your reliance? 

A. Yes sir. 

Q. Now what is the fact since you have made a revision 
in those figures which are principally affected by the Cros- 
sett Lumber situation and the little different treatment of 
Other Revenues? 

A. The adjustments do not affect my opinion. 

Q. Well, which final, ultimate figures are you urging the 
Commission to adopt, the ones reflecting these latter ad¬ 
justments which appear in Schedule A of Exhibit 43-A ? 
[1277] A. Yes sir. 

Q. That is, of course, for the vear 1942? 

A. Right. 

Q. And the same would be true of Schedule A of Exhibit 
44-A for the year 1943? 

A. Yes sir. 

Q. And the same would be true of Schedule A of Exhibit 
48-A for the so-called test vear, which is in realitv the 
so-called post-war year? 

A. Yes sir. 

Q. You were so kind as to forward to us, during this last 
recess, an exhibit which has not been offered and which 
bears no title, but which contains a number of schedules 
designated as A, B, and C, which appear to supplement 
your Exhibits 43, 44 and 48. I hand you a copy of thjs 
exhibit so that we will be perfectly sure that we are talkiijg 
about the same thing. 

A. Yes, that was forwarded to you, Mr. Littman, by Mjr. 
Shuttleworth, and contains the supporting sheets from whiqh 
the summaries contained in Exhibits 43-A, 44-A and 48-A 
were obtained. 

Q. From examining this as yet unidentified exhibit, is n<|>t 
my understanding correct that this exhibit contains the 
whole story and brings the whole situation down to dat£, 
including all of these proposed adjustments that you ha\^e 
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just testified to with respect to Exhibits 43-A, 44-A and 48-A ? 
[1278] A. In my belief it does. 

Q. And isn’t it true that it contains all in one place every¬ 
thing that has heretofore been included in these other 
exhibits on this subject, namely, 43, 43-A, 44, 44-A, 48 and 
48-A, all in one place and in a comparatively few sheets, 
with all the necessary details? 

A. Exhibit 43, and the same applies to Exhibits 44 and 
48, contains, as I recall it, four schedules, A, B, C and D. 
1 believe that in the volume you have there are Schedules 
A, B, 0 and D for each of the years 1942, 1943 and the test 
year, reflecting the adjustments. 

Q. That you have just made? 

A. Right. 

Q. Now if the Commission had this exhibit before it, which 
is as yet unidentified and which has been referred to in Mr. 
Shuttleworth’s letter of transmittal as “work sheets”, it 
could use this and throw all the rest of them away so far 
as having before it the data on which you are relying for 
the purposes of this case? 

A. I would think so, yes sir. 

Mr. Littman: Well, for purposes of convenience, if Your 
Honor please, I am going to suggest to counsel—I might 
state that we have the same view that Mr. Simonds has on 
the subject, we think that this as yet unidentified exhibit 
contains this whole story, this whole picture, without the 
[1279] necessity of running to these various original exhib¬ 
its and supplementary exhibits; that this has it all in one 
place and, as Mr. Simonds says, so far as the record is con¬ 
cerned vou could throw all the rest of them away and have 
it all in this one volume—and in view of that I am going 
to suggest to Mr. Dougherty, in the interests of orderly 
procedure, that this exhibit which he has been so kind as to 
forward to us, be marked for identification and that we have 
it all in at one place so that we may be able to conduct our 
cross examination from that one exhibit. As a matter of 
fact we thought that that was probably what would be done, 
and therefore prepared as much cross examination as we 
have completed, from this exhibit, realizing that it was all 
in one place and thinking that it would be in the interests 
of orderly procedure to do it. 

Unfortunately, however, we have only two copies of this 
exhibit and I wonder if we could discuss with Mr. Dougherty 
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on the record the advisability of making a new exhibit <j>ut 
of this and putting it in. 

Trial Examiner: And withdrawing the other six? 

Mr. Littman: I will leave that up to him; as far as we ^re 
concerned that could be done. 

Mr. Dougherty: The only difficulty is that that wo 
throw all my direct examination out if that were done be¬ 
cause all the questions I have asked on direct examination 
relate to figures in these other exhibits. I gave considerable 
[1280] thought to the question of substituting new exhibits 
entirely for Exhibits 43, 44 and 48, but I couldn’t figure 
how it would leave my direct examination intelligible}— 
mavbe it isn’t anvwav—but I thought that if that were done 
I would have to go all over it again. Now I don’t object to 
having that exhibit put in, from which you may cross exajm- 
ine, but as I say, if the others were withdrawn it woiild 
necessitate my going over the entire direct examination as 
to the figures contained in Exhibits 43, 43-A, 44, 44-A, 48 
and 48-A. However, inasmuch as you are starting off ne^v, 
putting in this other volume would not complicate your 
cross examination. 

Mr. Littman: How many copies do you have? We have 
two, I believe. 

Mr. Doughertv: I don’t know how manv we have here but 
I will see that you get some more copies. I have one and 
we can get extra copies here quickly anyway. 

Mr. Littman: I might say that I am trying my best to, 
first, simplify the cross examination; and second, to suggest 
a procedure that would be helpful to the Commission in 
having one exhibit which contains the whole story and con¬ 
tains all the adjustments down to date, and I also have fn 
mind that the Trial Examiner surely will have much less 
difficulty in following all of these various nine allocation 
studies if he has them all in one place, brought right down 
to date. 

I wasn’t going to suggest that the previous exhibits which 
[1281] contain the underlying data be expunged from tlie 
record, or anything like that, but it would be helpful in cro&s 
examination to have it all in one volume. The principles 
are the same, but we don’t want to be talking about figures 
which are not brought down to date, and that is exactly w 
we would be doing. 

For instance, if we cross-examined this witness about 
Exhibit 43 then it would always be subject to the adjust- 
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merits in 43-A, whereas if we talked about those figures that 
are contained in this proposed exhibit, we would be talking 
about the figures in Exhibit 43 as adjusted by Exhibit 43-A 
and we would have the whole picture down to date in one 
place, as this witness has agreed it would all be in one 
place, and it would expedite the matter. 

Trial Examiner: It seems to me that some relationship, 
though, should be established between this proposed exhibit 
and the direct testimony, that is to say that it should be 
developed, I think, on the record, that certain tabulations 
appearing in this exhibit are those which appear in the 
previous exhibits, perhaps as amended by the subsequent 
exhibits—if you follow what I mean. 

Mr. Littman: I think that would be advisable, but I think 
we can do that as we develop our cross examination. At the 
beginning of each major subject we can relate it back to 
Mr. Dougherty’s direct examination and the original ex¬ 
hibit. I think it would be so helpful to your Honor and the 
[1282] Commission to have all this matter at one place, that 
T urge that procedure. 

Trial Examiner: I think that would be a very good idea. 

Mr. Littman: May I just pursue one further point that 
will help me in developing cross examination? 

Trial Examiner: Yes. 

By Mr. Littman: 

Q. In Exhibit 48 you have developed, and you there show, 
certain peak day figures. I note, for instance, on Schedule 
A which relates to the test year or post-war year, that those 
peak days are shown, those peak day figures, under the 
heading “Coincidental Peak Day in MCF or Firm Gas.” 
You are familiar with those? 

A. Yes sir. 

Q. Who developed those figures, who takes the respon¬ 
sibility for those? 

A. I developed those, Mr. Littman. I believe I testified 
that such were determined by the application of the load 
factor to the volumes of sales for the test year, as given to 
me by Mr. Davison. 

Q. You are speaking about Mr. Davison having given 
you some figures? 

A. Mr. Davison provided the MCF volume figures. 

Q. That is, annually? 

A. Yes sir. 
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Q. And lie has testified as to those, that is, he has made 
[1283] a prognostication as to how much gas would be sold 
on an annual basis only in the post-war year, or so-cal|ed 
“test vear”? 

A. Yes. 

Q. That is his responsibility? 

A. Yes sir. 

Q. Now are you taking full responsibility for having 
developed the coincidental peak day figures for that pqst- 
war year? 

A. Yes sir. 1 have testified on that, I believe, in jnv 
direct testimony. 

Q. Thank you; I wanted to make sure that Mr. Davisjon 
had not played any part in that break down. 

Mr. Littman: I would like to reserve further cross exam¬ 
ination. 

I 

[1284] Samuel, Joseph, called as a witness on behalf of ^he 
Commission, having been first duly sworn was examined 
and testified as follows: 

Direct examination. j. 

| 

Bv Mr. Littman: 

Q. Will you state your name? 

A. My name is Samuel Joseph. 

Q. What is your position at the present time, Mr. Joseph ? 

A. I am Chief Examiner of Accounts, Division of Finance 

m ' i 

and Statistics, Bureau of Accounts, Finance and Rates, of 
the Federal Power Commission. 

Q. Will you state your educational background—and 
[1285] kindly raise your voice a little? 

A. I graduated from the Wharton School of the Ujii- 
versitv of Pennsylvania in 1928, with a degree of Bachelor 
of Science. I attended Columbia University Graduate 
School of Business Administration and did some work to¬ 
wards a Master’s Degree. I graduated from the Brook¬ 
lyn Law School in 1933 with the degree of Bachelor of 
Laws. I was granted a certificate as a certified public ac¬ 
countant by the State of New York in 1932, and was ad¬ 
mitted to the bar of the State of New York in 1934. 

Q. Will you please state your experience? 
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A. Since 1934 I have been engaged in the public utility 
rate regulatory field. I have worked on state-wide investi¬ 
gations of the telephone rates in Louisiana, Alabama and 
West Virginia. I have also worked on investigations of 
other utility companies, including electric, water and gas 
companies. 

I have testified before the Louisiana and Alabama public 
service commissions, the Public Service Commission of 
West Virginia, the Federal Power Commission and the 
Utah Public Service Commission. 

Recentlv I was loaned bv the Federal Power Commission 
•> * 

to the Office of Price Administration. I testified as a wit¬ 
ness for the Office of Price Administration in a case involv¬ 
ing the Washington Gas Light Company before the District 
of Columbia Public Utilities Commission. 

In 1942 I was loaned by the Feedral Power Commission 
[1286] to the Utah Public Utilities Commission, and testi¬ 
fied as a witness for that Commission in a case involving 
the Utah Power & Light Company. 

I have been employed by the Federal Power Commis¬ 
sion since August, 1939. I was first employed as a Senior 
Examiner of Accounts and was assigned to the investiga¬ 
tion of the Natural Gas Pipeline Company of America 
and the Texoma Natural Gas Company, as accounting ex¬ 
aminer in charge. 

Q. Was that the case that went to the Supreme Court in 
which the Commission’s order was affirmed? 

A. That was the case, yes sir. 

Q. Will you proceed with your statement of your ex¬ 
perience? 

A. Since 1939 I have been twice promoted and now hold 
the position of Chief Examiner of the Division of Finance. 

I have taken part in the investigations of the following 
companies: 

The Southern Bell Telephone and Telegraph Company, in 
the States of Louisiana and Alabama; New Orleans Public 
Service Company; Louisiana Power & Light Company; 
Louisiana Public Utilities Company; Baton Rouge Water 
Company; Chesapeake & Potomac Telephone Company of 
West Virginia; Wheeling Electric Company; Appalachian 
Electric Power Company; the Natural Gas Pipeline Com¬ 
pany of America and Texoma Natural Gas Company; Pan¬ 
handle Eastern Pipe Line Company; Michigan Gas Trans- 
* mission Corporation; Interstate Natural Gas Corporation; 



[1287] El Paso Natural Gas Company; Washington Gas 
Light Company; Utah Power & Light Company; Cities 
Service Gas Company; and Memphis Natural Gas Com¬ 
pany. 

My present duties with the Federal Power Commission 
include responsibility for making studies and conducting 
research on the subject of fair rate of return for public 
utilities. In this connection I am charged with the duty of 
keeping informed on the important subject of income land 
excess profits taxes, and the relationship of such taxes, lj)Oth 
present and prospective, to the earning of a fair rate of re¬ 
turn by the utility companies. 

Q. In connection with your work for the Commission ljave 
you been instructed to prepare and have you prepared a rate 
of return study for use in this proceeding? 

A. Yes sir, I have. 

Q. You say you did prepare such a study? 

A. Yes, I did. The study was prepared by me and ui^der 
mv supervision. I 

i 

Mr. Littman: I ask that this exhibit entitled “In the Mat¬ 
ter of Mississippi River Fuel Corporation—Docket |No. 
G-462—Rate of Return Study”, be marked for identification 
with tlie next exhibit number. 

Trial Examiner: It will be marked for identification! as 
Exhibit No. 59. 

I 

(The document referred to was marked for identification 
as Exhibit No. 59.) 

[1288] By Mr. Littman: 

Q. Mr. Joseph, I hand you Exhibit No. 59 for identifica¬ 
tion and ask you whether that is the exhibit to which you 
have just referred? 

A. Yes, it is. | 

Q. Does Exhibit No. 59 correctly show what it purports 
to show, to the best of your knowledge? 

A. I believe it does. 

Q. Mr. Joseph, does each chart or table in Exhibit 59 
for identification show’ the source from w’hich vou obtained 
the data and information contained therein? 

A. Yes, I think it does. Throughout the exhibit the 
source of the data is showm in an appropriate place at (he 
bottom or end of the schedule. 
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Q. In your judgment, Mr. Joseph, does Exhibit No. 59 
for identification give the Commission the data and informa¬ 
tion upon which it can rely in establishing a fair rate of 
return for the Mississippi River Fuel Corporation in these 
proceedings ? 

A. Yes. In my opinion the exhibit furnishes the Com¬ 
mission with a comprehensive statistical background, and 
affords a sound basis for the exercise of judgment in the 
establishment of a fair rate of return for a natural gas 
utility such as the Mississippi River Fuel Corporation. 

Q. I take it from what you have said that the exhibit was 
prepared by you for that specific purpose, was it not? 
[1289] A. Yes, it was. 

Q. When you compiled and prepared Exhibit 59 for 
identification, did you have in mind any decision or de¬ 
cisions of the Supreme Court of the United States? 

A. Yes, I had in mind especially the Bluefield Water 
Works decision. In addition, I considered as pertinent the 
statement made in the United Railwavs v. West case, to the 
effect that what is a fair rate of return is not capable of 
exact mathematical demonstration. 

I might add that exhibits similar to this one were before 
the Supreme Court in the Natural Gas Pipeline Company 
of America case, and in the recent Hope Natural Gas Com¬ 
pany case. 

Q. Have you sponsored exhibits similar to this one in 
other rate proceedings? 

A. Yes, I have; I have prepared and submitted substan- 
tiallv the same exhibit in the Interstate Natural Gas Com- 
panv case, the El Paso Natural Gas Company case, the 
Cities Service Gas Company case—all of which were before 
the Federal Power Commission—and the Utah Power & 
Light Company case before the Utah Commission. 

Q. To your knowledge has Exhibit No. 59 for identifica¬ 
tion, or a substantially similar exhibit, been submitted by 
Federal Power Commission witnesses in other proceedings 
before this Commission? 

A. Yes. My predecessor, Mr. Charles W. Knapp, Jr., 
[1290] submitted very similar exhibits in the Natural Gas 
Pipeline Company of America case, the Chicago District 
Electric Generating case, the Colorado Interstate case, and 
in the Hope Natural Gas Company case. 

Q. Was the exhibit brought down to date for each of those 
proceedings? 
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A. In so far as possible the exhibit contains the latest 
information at the time of its compilation and use. 

Q. Do you have any further comment that you may \vfish 
to make concerning Exhibit No. 59? 

A. I think it may be appropriate to comment on Schedule 
5-F 1 which appears at page 95 of the exhibit. This sched¬ 
ule shows earnings price ratios on the common stock of 14 
natural gas companies. 

Q. How many natural gas companies? 

A. Fourteen. The title of the schedule refers to 43 natu¬ 
ral gas companies which are dealt with in the main Sched¬ 
ule No. 5. The 14 companies here listed are those 14 com¬ 
panies which have stocks in the hands of the public and upon 
which there is some trading. Now I say that the wide 
variations in the earnings price ratios for the stocks of these 
different companies are caused by a number of factors. 
Those factors include, among others, the earnings prospects 
for each company, the capitalization of the company, the 
tax position, its prospect of rate adjustment; its financial 
[1291] history; its depreciation policy; and its dividend 
policy. 

In view of these complicated factors, and because of 
the relatively small quantity of data available, I believe 
it is questionable whether it is possible to weight or average 
the ratios and thereby arrive mechanically at a reasonable 
answer as to a fair rate of return for the equity of a natural 
gas company. Accordingly, I have not weighted or averaged 
the ratios. 

I believe that the problem of fair rate of return on equity 
can be resolved only by the exercise of judgment, &nd 
Schedule No. 5-F 1 would, of course, be helpful to those 
who must exercise the judgment and render a decision. 

Q. In other words, the figures on Schedule No. 5-F 1 
are subject to interpretation? 

A. The figures on Schedule 5-F 1 would be helpful, I 
think very helpful, to anyone who must come to a con¬ 
clusion on what is the fair rate of return on the equity of 
a natural gas company. 

Q. Do you have any further comment to make wjith 
respect to this particular Exhibit No. 59? 

A. No, I think not. 

Q. Did you hear the testimony of Mr. Miller earlier today, 
Mr. Joseph? 
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A. Yes sir, I did. 

Q. Rein ting to Exhibit No. 57—vou beard that testimonv ? 
[1292] A. Yes, I did. 

Q. Do you know that be lias treated the items of return 
and federal income taxes as costs to be allocated exclu¬ 
sively on the basis of demand? 

A. I beard him so testify. 

Q. You will find that from the explanation of Schedule 
1 of Exhibit 57 ? 

A. It appears on that page, yes. 

Q. Do you believe that return does not vary with the 
variations in the quantity of sales? 

Mr. Dougherty: I question the qualifications, as yet, 
of this witness on the question of allocation of costs. 

Mr. Littman: I am asking him about the return on a 
natural gas company, which is the subject concerning which 
he is testifying—does the return vary or doesn’t it vary 
with the quantity of gas that goes through the line. 

Mr. Dougherty: Rate of return is what he is testifying 
about, or information statistically that relates to it. 

Mr. Littman: AVe arc going to have him testify on this 
phase of rate of return. 

Mr. Dougherty: I object. 

Trial Examiner: Are you talking about earnings or 
rate of return? 

Mr. Littman: 1 am asking him whether return or earnings 
vary with the variations in the quantity of sales. “Earn- 
[1293] ings” and “Return” I am using synonymously in 
my question. 

Trial Examiner: If you are speaking of earnings, the 
question would be proper. 

Mr. Littman: They are the same thing. 

Mr. Dougherty: That is why we have got this rate case 
because somebody thinks that the earnings of the Mississippi 
River Fuel Corporation are not proper returns. 

Mr. Littman: At the same time they are contending that 
the Commission has no right to touch the earnings that 
are being made by the direct sales. Now to that extent 
certainly those earnings, to the extent that the sales go up 
and down, those earnings are going to go up and down, 
and I am simply asking this witness whether he agrees with 
Mr. Miller on the subject. He is certainly qualified to 
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testify on the matter of return or earnings or whatever 
you want to call it. ! 

Mr. Dougherty: Mr. Miller didn’t say that the earninjgs 
of a company did not vary, or that the gross did not vary 
in accordance with variations in the quantities of gas. 
He said that the return allowed, which is computed on| a 
rate base, does not vary in accordance with the fluctuations 
in quantities of gas. 

Mr. Littman: Of course that is preposterous and it is 
ridiculous. 

Mr. Dougherty: It isn’t preposterous. 

Trial Examiner: That is a matter that should be argued 
[1294] in the briefs. 

Mr. Littman: If Mr. Miller can testify on this subject, 
certainly this witness can, as to whether or not returns or 
earnings vary with the quantity of gas sold. 

Mr. Doughertv: That isn’t what he said. 

0 # * # i 

Trial Examiner: The objection is overruled; answer the 
question. 

Mr. Dougherty: I except, please. 

The Witness: I believe that the return which a gas com¬ 
pany earns is very likely to vary with the variations in the 
quantity of its gas sales. 

By Mr. Littman: 

Q. Will the volume of gas sales influence the amou 
of federal income taxes which a natural gas compajiy 
such as the Mississippi River Fuel Corporation will pa^? 

A. Yes, it will. Changes in the volume of gas sales will 
affect the return earned and therefore affect the incoijie 
tax liability. I might add that the Internal Revenue Co<fle 
now contains specific provisions which make the excels 
profits tax liability of natural gas companies more or lejss 
dependent upon the volume of gas sales. I refer to Section 
735 of the Internal Revenue Code. 

Mr. Littman: You may cross examine. That is all t]ie 
direct testimony I have of this witness. 

Trial Examiner: The hearing is recessed to reconvene 
[1295] tomorrow morning at 9:30. 

(Whereupon, at 5:05 p. m., the hearing was recessed 
until Thursday, August 10, 1944, at 9:30 a. m.) 

• • • • • • • 


lit 
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[1297] Proceedings 

Trial Examiner: Please come to order. 

Mr. Liftman: I believe Mr. Joseph was on the stand at 
the close of yesterday’s session. 

Trial Examiner: Is counsel for the Company prepared 
to cross-examine the witness? 

Mr. Dougherty: Yes. 

Trial Examiner: All right, proceed. 

'Whereupon, Samuel Joseph, the witness on the stand 
at the time of recess, resumed his testimony as follows: 

Cross-examination. 

By Mr. buughertv: 

Q. Mr. Joseph, referring to Exhibit 59, Part 1, where 
you have various charts and schedules that use the term 
“Moody’s,” does that mean that you have simply repro¬ 
duced material which Moody’s Service publishes? 

A. The material shown is based on the information pub¬ 
lished by Moody’s. It is not a simple reproduction of what 
Moody’s has published, however. 

Q. Well, in connection with these various schedules 
and charts which are designated as having been taken from 
Moody’s, referring, for example, to Schedule No. 1 on 
page 6 of the exhibit, does Moody’s Service use the 120 
[1298] domestic corporations-composite, and the 30 domes¬ 
tic corporations referred to, or have you made some selec¬ 
tion from Moody’s published material to arrive at these 
bond yield averages that are shown on Schedule No. 1 on 
page 6? 

A. Moody’s customarily uses 120 domestic corporations 
for this composite average. At times they have some num¬ 
ber less than 120 because they cannot at the moment select 
the 120 companies. The information shown, however, is 
that which Moody’s has published and which I have simply 
reassembled. 

Q. That is, the computations back of the bond yield 
averages were made by Moody’s, and you have taken those 
computations and assembled them? 

A. That is correct. 

Q. So that there was no exercise of your technical or 
professional skill in determining what corporations should 
be included in those particular bond average statements? 



A. Well, there was the exercise of my judgment to thp 
extent that I believe that the selection which Moody’s has 
made is quite proper for the purpose for which they made 
it, and I am convinced that Moody’s selection and their 
calculations show’ what is intended to be shown. 

Q. Do I understand by that that you then made an inde¬ 
pendent check of these various corporations selected b^ r 
Moody’s, to determine wdiether the ratings showm were 
such as you would agree with? 

[1299] A. I haven’t checked all of the corporations listed 
under each individual rating. I am familiar enough, 
though, I believe, with bonds rated at these various ratings 
to know’ that the market generally is about w’hat Moodv^s 
show’s for these individual ratings. 

Last month, for example, I made an independent check 
on 10 or 12 corporations which have bonds rated AAA and 
A A, and found from that independent check that the bonds 
were selling to yield at very, very close to w’hat Moodv^s 
shows for their averages. 

Q. Now, when you refer to this rating as AA or AAA, 
whose rating is that? 

A. That is Moody’s rating. 

Q. Well, as I understand it, you took Moody’s material, 
and in your judgment that is acceptable and proper to 
include in this sort of an exhibit? 

A. Yes. And you understand, Mr. Dougherty, that 
Moody’s is not the only organization that makes such ja 
calculation. Standard & Poor’s Corporation makes a simi¬ 
lar and independent calculation, and the two are very, very 
close to one another, for bond interest anyway, bond yields. 

Q. Do they both use the same individual companies in 
making their groups? 

A. No, T don’t believe they do. The Standard organiza¬ 
tion has a slightly different scheme of rating the individual 
[1300] bonds. 

Q. Now, w’lien you get to the yields on other types <^f 
securities set forth in here, w’hat is the source of that iii- 
formation, so far as you are concerned, and by that I arp 
merely wanting to bring out whether you have made anV 
individual computations of these, or whether you havkj 
taken them from acceptable publications? 

A. Well, of course, I have taken all of these from pub¬ 
lished sources, and indicated the source. But I don’t w’aijt 
it to appear that that is a haphazard selection or one thait 
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may be made entirely without the exercise of judgment. 
Far from it. It is necessary to exercise considerable judg¬ 
ment to say what shall be included and from where. 

Q. Well, now, why do you include Moody’s rather than 
Standard & Poor’s material on these bond ratings and 
yields ? 

A. Well, I think that Moody’s bond yield averages go 
back a little farther than Standard & Poor’s do; and in 
any case, Moody’s was first selected for inclusion in this 
exhibit some 5 or 6 or 7 years ago. I have seen no reason 
to change that. 

Q. Well, as I understand it, then, the exercise of your 
judgment relates to the selection of Moody’s statistical 
material for the reason that you believe that it is proper 
and pertinent information in an exhibit of this sort? 

A. I believe, furthermore, that it is accurate and that 
r 1301 ] it shows what it intends to show. 

Q. On the short-term interest rates which you have a 
chart for, on page 16, what is the source of that type of in¬ 
formation? 

A. The source is shown at the foot of the Schedule No. 
2 on page 17,—Standard & Poor’s Trade and Securities— 
Statistics, Current Statistics Section. 

Q. Well, now, there do you simply accept that material 
as published, believing it, of course, to be correct, or do 
vou make anv further check and investigation of vour own 
with respect to these commercial and time loan interest 
rates? 

A. Well, I have seen these same statistics republished 
by the Federal Reserve Bank Bulletins of New r York, and 
the Washington Federal Reserve Bank, the Current Survey 
of Business, and other sources. They are treated as reli¬ 
able sources of information, and certainly the publications 

bv the banks would verifv the fact that these interest rates 
•» * 

are at these levels. 

Q. I don’t know whether you answered my question or 
not. I think it was: Did you make any independent investi¬ 
gation of these? 

A. Well, I say that the banks themselves- 

Q. (Interposing:) I am asking, Mr. Joseph, did you or 
did you not make any independent investigation back of 
the material published by Standard & Poor’s? 

[1302] A. I consider that what I have said shows that I 
have made an independent investigation. 
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Q. What investigation back of the material shown j on 
pages 16 and 17 of the exhibit did you make? 

A. We have publications that come to this office, by jtlic 
Cleveland Trust Company, the National City Bank, the 
('base National Bank, the Federal Reserve Board of siev- 
oral districts at least, and in those publications you ljiav 
find, if you desire, statistics showing that 4 to 6 moiitlis 
commercial paper and 60 to 90 day time loans are at about 
these interest rates. I have seen them published therej so 
that I know that Standard & Poor’s publication is at about 
the level shown by these other independent sources. 

Q. Well, did you, then, make a check against these in¬ 
dependent sources for the purpose of showing these most 
recent interest rates, in the preparation of this exhibit!? 

A. I am afraid I don’t follow vou. 

• i 

Q. In your answer or statement about the obtaining of 
material from Cleveland Trust Co. and others, you sfaid 
“you” could obtain, speaking to me. I am not asking 
what you have seen from time to time, but did you malfe a 
specific check against these other independent sources jvou 
have referred to? 

A. Did I verify, for example, that in March, 1944, i the 
Federal Reserve Bank of New York showed 60 to 90 bav 
time loans at $1.25? 

[1303] Q. Well, if this applies to the rates in effect in the 
New York Federal Reserve District, then that would! be 
pertinent. You don’t say where these interest rates are 
in effect. All I want to know is whether you took Standard 
& Poor’s publications and took out of there these rates 
and set them down, or whether, in addition to that, you 
checked for the month of March, and the other lnonthE in 
the recent period, against these independent sources^ to 
find out if Standard & Poor’s reflected correctly those inter¬ 
est rates? 

A. I think it is fair to say that I have checked tl|em, 
yes, sir, from any one of a number of various sources. 

Q. What I want to know, Mr. Joseph, is: Did you njake 
a specific check, in the preparation of this exhibit, prio|r to 
preparing it for this particular hearing? 

A. Well, I can’t tell you to which particular source I 
referred, but I do know that these time loans and theke 4 
to 6 month commercial paper loans are at about these 
interest rates. You can find it in many financial pubjica- 

30—9181 
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tions. As a matter of fact, it may be in this morning’s 
New York Times. 

Q. And if it were there, you would accept that as being 
a correct reflection of what that particular interest rate 
was? 

A. I would accept that as a verification of what Standard 
& Poor’s shows. If Standard & Poor’s had shown 12.5 in¬ 
stead of 1.25, I think I would have been familiar enough 
with the market to know that there was something wrong 
[1304] with Standard & Poor’s publication. 

Q. In any event, what you accept is either what Stand¬ 
ard & Poor’s say or these other publications contain? 

A. Well, I accept what Standard & Poor’s say not only 
because Standard & Poor’s is a reliable organization, but 
because of my own knowledge. I know that this information 
is substantially correct. 

Q. When you say your “own knowledge,’’ do you mean 
by that, Mr. Joseph, that you went to the banks in New 
York and inquired of the people that have charge of making 
loans of this character what the rates were? 

A. No, I don’t think you have to do that at all, Mr. 
Doughertv. 

Q. I am not asking what you have to do. I am just 
trying to find out what you did do. 

A. No, I didn’t do that. 

Q. You didn’t do that? 

A. No. 

Q. Your personal knowledge, then, is based on these 
other publications? 

A. Well, it is based on a great many things. I know, 

for example, that Mississippi River Fuel Corporation 

borrows money at 2]4 per cent on a long term basis, and 

I am not at all surprised that 60 to 90 day time loans are 

selling at 1.25. That is a verification of what this shows. 

[1305] I don’t have to go to the banks to ask them if 

they will loan monev at 2.25. I know thev have already 
* » » • 

done so. 

Q. Well, that is based on information you have obtained 
from either published sources or information obtained in 
reports of companies that , file reports with the Federal 
Power Commission? : 

A. Yes, and in addition, such other information as comes 
to me in my position. i 



Q. Well, now, is there any other way in which informa¬ 
tion conies to you except the ones you have mentioned? 

A. Oh, yes, sure. Information comes in a great mahy 
ways. I am familiar with the fact, for example, that the 
Natural Gas Pipeline Company of America, while its rate 
case was in progress and before it was finally settled, 
borrowed money at the rate of V/> percent from the Chase 
National Bank and other leading banks in the country. I 
read practically all of the publications of the Securities 
and Exchange Commission on the subject. I am familiar 
with most of the work that the Commission’s examiners 
are doing, at least the financial aspects of it, on these 
natural gas companies. I try to keep familiar with tljis 
subject. 

Q. With respect to Moody’s yield averages on pubjbc 
utility securities, which first start on Schedule No. 4, pap:e 
21, are those 10 public utilities, and the various ratings 
described in Schedule 4, the ones selected by Moody’s? 
[1306] A. Yes, they are. 

Q. And here again, you made no variation in the coin 
panies or the figures as prepared by Moody’s, on the ba$is 
of any different judgment of your own? 

A. Well, it happens that on the particular one that ypu 
are asking about, I have, within the last month, made a 
detailed verification. You will notice, if you turn to page 23, 
that the Consolidated of Baltimore is one of the AAA bonds 
included in the list. The Consolidated Gas of Baltimore lias 
recently been before the Maryland Commission in a Ccjse 
involving its rates. Mr. Charles W. Smith, the Chief of ojur 
Bureau of Accounts, Finance and Rates, testified in that case 
on the subject of rate of return for the Consolidated Gas of 
Baltimore, and in that connection I did a considerable 
amount of work, verifying the position of the Consolidalfed 
Gas of Baltimore bonds as against the group here selected 
by Moody’s. I am quite familiar with the fact that th&se 
bonds are selling to yield very, very near what Moody’s 
shows as an average. As a matter of fact, it is surprising 
how very close to the yield the individual bonds come. 

Q. My question was that you made no variation in the 
selection of companies? 

A. No, that is Moody’s selection. 

Q. Is that generally correct, Mr. Joseph, with respect to 
all of the material which you show as having been taken 
[1307] from Moody’s, namely, that you made no variations 



468 


or changes in the companies which Moody’s had included, 
and made no changes in the computations which they had 
set forth in their publications? 

A. Yes, I think that is true. 

Q. With respect to the other statistical material that 
relates to yields on, for example, preferred stocks, shown on 
page 33, Schedule 7, are those yields contained in the 
Moodv’s Manuals which vou show as the source, or do vou 
have to make those computations? 

A. No, I make these computations. The source of the 
data upon which the computations are based is from 
Moody’s publications. It might be taken from other sources 
as well, for example, the Bank and Quotation Record. I 
have checked many of the figures published by Moody’s on 
the subject, against the Bank and Quotation Record. 

Q. When you refer to the average of the high and low 
market prices for the year, is that average taken by using the 
highest price and the lowest price, adding them, and divid¬ 
ing bv two? 

A. That is correct. 

Q. Getting to part 2 of your exhibit, which relates spe¬ 
cifically to natural gas companies, you have on Schedule 3 
listed various securities of 43 natural gas companies. 

A. Yes, sir. 

[1308] Q. I was unable to find the date as of which that 
Schedule 5 speaks. Can you tell me what is the date ? 

A. Generally, the information shown on Schedule 5 is as 
close to December 31, 1942, as it was possible to obtain at 
1 he time that the schedule, Schedule No. 5, was first com¬ 
piled in this form. The information relating to such 
changes as have taken place since the compilation of Sched¬ 
ule 5 is shown in the addendum beginning at page 109 of the 
exhibit. The addendum, comprising 4 pages, brings down 
to the present date, so far as possible, changes which have 
occurred in the capitalization of each of these 43 natural gas 
companies, so that, by using Schedule 5 and the addendum 
shown at pages 109 to 112, inclusive, you have a pretty fair 
idea of the changes in the capital structures of the 43 natural 
gas companies, that have occurred within the last 2 or 2Mi 
vears. 

Q. The addendum was prepared as of what date, Mr. 
Joseph ? 

A. It was prepared within the last two months, to show 
information as current as is now possible. 
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Q. Well, what date could we say that it shows? W<j>uld 
it be May 31 or June 30, or what? 

A. Probably most of the information shown is as at 
December 31, 1943. 

Q. December 31, 1943? 

A. Yes. 

Q. How did you go about selecting the 43 companies 1 
[1309] A. These 43 natural gas companies were carefully 
selected to meet certain definite tests, four of them, I beUeve 
it was. The selection was first made by Mr. Charles| W. 
Knapp, Jr., some years ago, and each of the companies 
included had to meet the definite test of size of company, size 
of its annual sales, perhaps a revenue test, and one other. 
So that, when the group was finally assembled, it would lpe a 
homogenous group most nearly like the companies that [are 
frequently the subject of rate investigation by the Federal 
Power Commission. 

Q. Has this list of 43 companies been used ever since Mr. 
Knapp first selected them? 

A. I would want to check on that. I think that there |has 
been some revision. 

Q. Well, have you yourself made an investigation! to 
determine whether this list should be enlarged or whether it 
should be decreased? 

A. I think I have enlarged it, not for this case but for 
the Cities Service case, and continued the enlargement if or 
this case. I have in mind the Northern Natural Gas Com¬ 
pany whose stock, some years ago, was not publicly owiped. 
Since then, of course, a portion of the stock of the Northern 
Natural Gas Company lias been sold to the public, an|d I 
have made the necessary revisions in here to reflect that. 

Q. What are the four principles that you say Mr. Knjjipp 
used? I don’t think you gave specifically all of them. 
[1310] A. I don’t have those here, and I should like to get 
them. I can do that readily from my office. 

Q. Well, let’s wait for that. 

Did you make any independent study of all of these com¬ 
panies yourself, after you were given charge of this work? 

A. Oh, yes, I have seen the Annual Reports of substan¬ 
tially all of these companies. I have studied them and am 
sufficiently familiar with them to know that they are qijiite 
similar to the Mississippi River Fuel Corporation, for ex¬ 
ample, about as similar, I believe, as any list of natural gas 
companies that could be obtained. You understand that |the 
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Federal Power Commission gets the Annual Reports from 
most of these companies. The work that I do is largely 
from these sworn Annual Reports. 

Q. You get many more than reports from 43 natural 
gas companies? 

A. Oh, yes. 

Q. How many do report to the Federal Power Commis¬ 
sion? 

A. I can’t tell you exactly. I have in mind a figure of 
137, but I am not at all sure that that is correct, however. 
At one time I did go through the entire list of natural gas 
companies reporting to the Commission. 

Mr. Littman: If you are interested in the exact number, 
1 would be glad to find it out for you. 

Mr. Doughertv: I don’t care to have it exact. 

11311 j Hv Mr. Dougherty: 

Q. It is substantially what you said, in that amount? 

A. Well, you know we have companies reporting to the 
Federal Power Commission classed in different categories. 
There are the A companies; there are other smaller com¬ 
panies ; there are companies who file a report based on reve¬ 
nues not exceeding, oh, I think it is $200,000. Those com¬ 
panies, of course, would not be similar to the Mississippi 
River Fuel Corporation, and have not been included in this 
schedule. 

Q. Well, this list of 43 companies was prepared by you 
before this rate investigation began of the Mississippi 
River Fuel Corporation, wasn’t it? 

A. Yes. 

Q. And after vou were advised that vou were to testifv 
on this exhibit in this particular proceeding, did you make 
any further study of additional gas companies which report 
to the Federal Power Commission, to determine whether 
vou should enlarge vour list or not ? 

A. I think this is an inclusive list, Mr. Dougherty. 

Q. Well, will you just answer my question: Did you make 
any additional study to determine whether other companies 
should be included in this list, after you knew you were to 
present the exhibit in this proceeding? 

A. Well, I attempted to do that. I don’t know that I 
did it precisely that way. The attempt here is to show those 
[1312] companies which are most similar to the Mississippi 
River Fuel Corporation. 



Q. I am just trying to find out, Mr'. Joseph, if, in pre¬ 
paring to present this exhibit in this case, you made arjy 
additional study of the natural gas companies reporting 
to the Commission, for the purpose of determining whether 
this list of 43 companies, which had previously been pre¬ 
pared, should be revised ? You must know whether ydu 
made such a study or didn’t make such a study. 

A. I did not pursue it in that fashion, no, but I ha\[e 
seen all of the reports of the Class A companies that atfe 
filed with the Commission, have been through them all, 
and have seen no reason to make changes in this exhibit 
other than the changes that I did make. 

Q. That is, as a part of your regular work, you examii e 
all of the reports filed by the Class A companies? 

A. At one time I took off information on the capitaliza¬ 
tions of all of the Class A companies. That was not very 
long ago. 

Q. Well, do you, as a part of your regular work, studiy 
and examine the reports of every Class A company eacjh 
year as it comes in? 

A. No, I wouldn’t say that. 

Q. What is a Class A company under the Accounting 
Classification ? 

[1313] A. A Class A company is a natural gas companjy 
having either (1) annual gas operating revenues of $75Q,- 
000 or more, or (2) the original cost of whose gas plant 
amounts to $4,000,000 or more. 

Q. That completes the definition, Mr. Joseph? 

A. Yes, that is the wav it is classed here. 

Q. You are reading from the Uniform System of Ac¬ 
counts, that is, the Code of Accounts established by tl}e 
Commission ? 

A. That is right, and from a subsection therein entitled 
“Instructions-General—1. Classification of Natural Gas 
Companies.” 

Q. Now, have you limited your list of 43 companies to 
the Class A group? 

A. No, I don’t believe so. There are companies—let mle 
change that. All of the companies in the list, all of the 4j3 
companies, would meet this definition. However, not all <}f 
the companies acknowledge the jurisdiction of the Federal 
Power Commission, as I understand it, and not all of tbeijn 
have filed reports with the Federal Power Commission. 
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Q. That is, you have companies in Schedule 5, in the 
list of 43, that do not file reports with the Federal Power 
Commission ? 

A. That is correct. 

Q. Do you know which ones those are? 

A. I don’t have them designated here on the exhibit, 
[1314] but I can get that information for you quite readily. 

Q. Well, with respect to those companies, what is the 
source of your information as to the figures you have 
shown ? 

A. The source of my information is that source which 
1 consider most reliabl„. In some instances it is the work 
done by the accounting examiners of the Federal Power 
Commission in their field investigations of these various 
companies; and in other cases it is the published annual 
report of the company; or it may be the reports as they 
appear in Moody's or Standard & Poor’s. I think that the 
information on Peoples Natural Gas Company, for example, 
comes from the accountant in charge of the accounting 
investigation of the Peoples Natural Gas Company, which 
was, at the time of the compilation of this schedule, then 
being conducted. 

Q. You are familiar with the fact that that company just 
named, and other companies that formerly were subsidiaries 
of Standard Oil Company (New Jersey), are now subsid¬ 
iaries of a company called Consolidated Natural Gas Com¬ 
pany? 

A. Yes, sir, I am. 

Q. Did you obtain information on that company with 
respect to the securities which it has outstanding, the 
market prices and yield ratios? 

A. 1 have seen the registration statement, I believe it 
was, of the Consolidated Natural Gas Company, and I am 
generally familiar with the market prices and the earnings 
11315] of that company. It is not included in here because 
it is not a natural gas company. 

Q. Well, I note you have included the National Fuel Gas 
(’ompany, on page 81, and that company is a holding com¬ 
pany, is it not? 

A. Some of the companies included here may technically 
be holding companies, yes, but they are not holding com¬ 
panies in the sense that Consolidated Natural Gas Company 
is a holding company. 
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Q. What is the difference between National Fuel bas 
Company as a holding company and Consolidated Natural 
Gas Company? 

A. Well, I can’t tell you without referring back to the 
source of my information, but I would venture to say j;hat 
National Fuel Gas Company is much closer to operations 
than is the Consolidated Natural Gas Company. 

Q. Well, isn’t it a fact, Mr. Joseph, that the National 
Fuel Gas Company is a holding company registered as duch 
with the Securities and Exchange Commission- 

A. (Interposing:) That may be. 

Q. (Continuing:) —and it owns all of the common stacks 
of several operating companies which are in the natural 
gas business? 

A. That mav also be, I would want to check that. 

* . i 

Q. Well, you put this company in here. Don’t you know 
11316] the character of operations or ownership of it? 

A. Yes, I know. I studied it enough to know its charac¬ 
ter at the time it was put in. Now if you want to discuss 
it further, I would like to review that. 

Q. You don’t have in mind now the character of that com¬ 
pany, as to whether it is an operating company or only a 
holding company? 

A. No, I do not. 

Q. And the reason you have not included Consolidated 
Natural Gas Company is because you say it is not an oper¬ 
ating natural gas company? 

A. It is not an operating natural gas company. 

Q. Are you familiar with the fact that its subsidiary 
companies have no outstanding securities except those 
owned by Consolidated Natural? 

A. I think that is true. May I say that at page 98 of 
my exhibit, I have some information on National Fuel 0as 
Company. 

Q. Do you want to refer to that, Mr. Joseph, or are you 
merely commenting on the fact that there is a footnote! on 
page 9S with reference to the National Fuel Gas Company? 

A. I have referred to it. 

Q. Well, continuing on with Consolidated Natural, sijnce 
its subsidiary companies have all their securities ownec^ by 
it, would you not get a character of information that wc^uld 
[1317] show, on a consolidated basis, the reflection of jthe 
investing public with respect to that group of companies!? 
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A. Well, probably so, except that the investing public, 
I think, is a bit wary of holding companies. 

Q. However they feel about it, you would get what their 
reflection is, would you not ? 

A. You would get what their reflection is to a holding 
company which owns all of the common stocks and all of the 
securities of certain natural, gas companies. 

Q. With respect to the ’Pacific Lighting Corporation, 
isn’t it a fact that that company is a holding company and is 
not engaged directly in operations itself? 

A. That may be. 

Q. Well, do you know, Mr. Joseph? 

A. At the moment I do not, no, sir. 

Q. With respect to Lone Star Gas Corporation, at the 
time Schedule 5 was prepared was it a holding company or 
had it at that time become an operating company? 

A. Technically, at the time of the preparation of Sched¬ 
ule 5, it was probably a holding company. I reflected the 
change, however, in the addendum. 

Q. Well, you had included it, however, in Schedule 5 
when it was a holding company, isn’t that correct? 

A. Yes, that is correct. 

Q. And had that company been included by Mr. Knapp? 
[13181 A. I believe that it had been. 

Q. Had the National Fuel Gas Company been included 
by Mr. Knapp? 

A. Yes, I think so. 

Q. How about Pacific Lighting Corporation? 

A. That was also included by him. 

Q. Are there any other natural gas companies in the gen¬ 
eral geographical area in which the Mississippi River Fuel 
Corporation is located, which you have not included? 

A. There probably are. 

Q. You have in this list some companies that are engaged 
primarily in the distribution of natural gas, have vou not, 
Mr. Joseph? 

A. T think that the major part of the operations of some 
of these companies is in distribution, yes. 

Q. That is, you didn’t attempt to limit your list of 43 
companies to those companies only engaged in the trans¬ 
portation and sale for resale, in interstate commerce, of 
natural gas? 

A. I think that the 43 companies here listed are so en¬ 
gaged. 



Q. I say, you didn’t attempt to limit it to companies that 
were only engaged in that, and excluded thereby companies 
that also were distributing natural gas locally? 

A. No, that was not a basis for exclusion. 

[1319] Q. I think you have also said that you have cojm- 
panies in here that do not file reports with, and therefore 
have not come voluntarily under the jurisdiction of, the 
Federal Power Commission? 

A. That is correct. 

Q. Why would you not include in a statistical study j of 
this sort companies such as Laclede Gas Light Company, 
and The St. Louis County Gas Company, and the Illinois]— 
I think it is now the Illinois Power Company, but it is the 
one that distributes natural gas in the East St. Lojiis 
a rea- 

Mr. Littnian (Interposing): You mean mixed gas? 

Mr. Dougherty: No, they distribute straight natural gjis. 

Mr. Littman: The others distribute mixed? 

Mr. Doughertv: Yes. 

* 

By Mr. Doughertv: 

I 

Q. (Continuing:) —in this list? 

A. If any one of the three companies that you have ji^st 
mentioned meets this list of 4 qualifications, which was tjhe 
basis for the selection of these companies, then their ex¬ 
clusion from this list is an error on my part. 

Q. That is, your intent was to select from all natural 
gas companies in the United States, any and all that cojne 
within the classification of the four points? 

A. Yes. 

Q. That, I take it, was the basis or the rule of selectivity 
11320] which you used and which you would use in the 
future? 

A. That is correct, and which 1 consider makes the 
companies comparable to the Mississippi River Fuel Cor¬ 
poration. 

Q. Now in that viewpoint, that is, of what companies 
arc comparable, what are the factors that are peculiar to 
the Mississippi River Fuel Corporation that you have jin 
mind? 

A. The size of the company, its annual revenues, and the 
fact that it is a transmission company. I think that thosse 
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three items would form an important basis for the selection 
of companies comparable- 

Q. (Interposing:) When you say the size of the com¬ 
pany, do you mean its gross plant account? 

A. The size of its annual sales, its gross plant, yes, sir. 

Q. Well, is it your intention that companies should 
he included in this list that have similar gross plants in 
dollars and similar annual sales in dollars? 

A. Within a range. A company having $100,000 of plant 
wouldn't be similar to Mississippi River Fuel Corporation. 

Q. Well, how far from the Mississippi River Fuel Cor¬ 
poration do you go in your sphere of comparability? 

A. I think that none of these companies get down to a 
gross plant of less than $4,000,000. 

Q. Well, would it be your idea that if any company had 
11321] a gross plant of $4,000,000 or more, or say in 
excess of $4,000,000, that then that is a company comparable 
to the Mississippi River Fuel Corporation? 

A. On that score. 

Q. That is what I mean. 

A. Yes. 


Q. Now then, with respect to gross revenues, what is 
the dollar figure you have in mind? 

A. I would like to check that. I think it is $750,000, but 
I am not sure. 


Q. Doesn’t it say so in the Code of Accounts? 

A. I am not sure that we used the same basis for selec¬ 
tion here as was used for classification of a Class A com¬ 


pany. 

Q. How much is the gross revenue of the Mississippi 
River Fuel Corporation currently—or 1 will put it this way, 
during the last year or two ? 

A. I have seen the figure, but I don’t recall it. 

Q. Well, in the exhibits it runs up, I think, for 1042— 
so that you will have it in mind—to $8,916,978. In other 
words, it is somewhere around 8 to 9 million dollars. 

Now how far from that would vou go in vour area of 
selectivity of comparable companies ? 

A. Well, I certainly wouldn’t get down below a million 
dollars. 

Q. But any company that- 

[1322] A. (Interposing) Perhaps not less than 2-Ms 
million. 
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Q. When we get to the information in the subsequent 
portions of Schedule 5, Schedule 5-A for example, wli^t 
is the source of the market information or the price infor¬ 
mation vou have on that schedule? 

* 

A. Frequently this information was taken from the pros¬ 
pectuses. or from information published by the Securities 
and Exchange Commission in a publication which is en¬ 
titled, “Security Issues of Public Utility Companies.” 

Q. Are the bonds shown on Schedule 5-A traded in cjn 
any national stock exchanges? 

A. I was referring, of course, in my previous answer, 
to the price at which these bonds are offered. With respect 
to current prices of these securities, most frequently the 
information is taken from the Bank and Quotation Record. 
Tlie securities may or may not be traded in on soipe 
national exchange. If not, the information is found und<^r 
the unlisted security section of the Bank and Quotation 
Record. 

Q. Now the Bank and Quotation Record you refer to |is 
what sort of a publication? 

A. It is a publication put out by the publishers of the 
Commercial and Financial Chronicle, I think it is callqd 
the Dow Company. It is a source very frequently referred 
to for prices and quotations of securities. 

Q. If you will turn to Schedule 5-F, there you have 
[1323] taken 14 companies. Why have you selected thoke 
14 companies? 

A. The selection of these 14 is based entirely, of course, 
upon the selection of the original 43. These 14 companies 
are companies which have securities in the hands of tlje 
public, at least in some amount, and on which there ps 
some trading. 

Q. So that you can get some market reflection of the 
prices of these particular common stocks? 

A. That is correct. I should have said “common stocksj” 
in my answer before the last. 

Q. The information on earnings per share is obtaincfd 
from what sources? 

A. It is obtained from a variety of sources, frequent y 
from Moody’s Standard & Poor’s, or it may be obtained 
from some prospectus or registration statement of these 
companies, and it may be obtained from annual reporls 
filed bv the companies with the Federal Power Commissiop. 
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Q. Under the columns for the various years, where you 
have stated the earnings per share, are those the earnings 
that remain after all fixed charges, and which are available 
for surplus or common stock dividends? 

A. That is what is intended to be shown. 

Q. When you determine your earnings-price ratio, how 
is that percentage arrived:at? 

A. The average of the high and low price for the stock 
[1324] for a given year is divided into the earnings avail¬ 
able for that stock for the same year, and the ratio so 
ascertained is shown as the earnings-price ratio in the 
last few columns of the exhibit. 

Q. Does that represent what might be called the percent¬ 
age which would be available on stock purchased at the 
prices at which the stocks were purchased? 

A. Well, it is a statistical figure, Mr. Dougherty. It 
doesn’t necessarily represent what an investor may expect 
from a particular security, you understand. 

Q. Well, he would expect that some portion of the 
earnings would be retained by the company in surplus, 
would lie not ? 

A. Yes, he would. ! 

Q. So that he would expect that his dividends would be 
a lesser percentage on his price paid than these percent¬ 
ages? 

A. That is correct. 

Q. You made some comment in your direct testimony 
that this information had to be used with caution because 
of the great variety of 'circumstances that exist with 
respect to each company? 

A. I believe that is quite true. 

Q. If a company has a considerable amount of bonds 
and preferred stock outstanding, that leaves a lesser pro¬ 
portion of its operating income available for common 
stock, does it not? 

[1325] A. Yes, and I mentioned that feature. 

Q. And ordinarily, does that not find reflection in a higher 
price ratio? 

A. I would say that ordinarily the higher the percentage 
of senior securities outstanding in the capitalization of a 
particular company, the higher would be the tendency, or 
rather there w r ould be a tendency toward a higher earnings- 
price ratio on the common stock of that company. 



Q. For example, for the National Fuel Gas Company y<j)u 
show an earnings-price ratio in 1943 of 8.39 percent. Is n|ot. 
that company capitalized onlv with common stock? 

A. Yes, it‘is. ' | 

Q. Also, with respect to Interstate Natural Gas Companjy, 
which you show for the same year as 12.13 percent? 

A. That company has only common stock outstanding. 

Q. And with respect to the Mountain Fuel Supply Coijii- 
pany, whose earnings-price ratio under the 1943 column jis 
shown as 9.94 percent, is not its capitalization entirely coip- 
mon stock? 

A. That company has also only common stock out¬ 
standing. 

Q. If, in addition to bonds, there are preferred stocks, 
that would have its part in this same reflection of the earji- 
ings-price ratio result, would it not, Mr. Joseph? 

A. I will have to have that read. 

[1326] (The question was read by the reporter.) 

The Witness: The existence of senior securities would 
tend to affect the earnings-price ratios on common stock, j 

By Mr. Dougherty: 

Q. You include in the term “senior securities” all tlnjit 
being ahead of the common stocks? 

A. Exactly, but it is not necessarily true that the com¬ 
panies which have no senior securities outstanding there¬ 
fore sell at less, on an earnings-price ratio basis, than coi^- 
panies which have such senior securities outstanding. 

Q. Well, in the 3 instances I mentioned, we do find that 
the earnings-price ratios are much lower than the otlulr 
companies? 

A. Just look at the instance which you mentioned last, 
the Mountain Fuel Supply Company. It was 9.94 in 194». 
It was 16.54 the year before. It was higher than a gooq 
many the year before. I am pointing out that the isolated 
circumstance that you are pointing to does not by any 
means control the earnings-price ratio. 

Q. Well, that is not the only factor, that is what you are 
saving? 

A. Not by a great deal, it isn’t. 

Q. There are other things, such as what? 

A. There are other very, very vital matters. There ijs 
the question of the adequacy of a company’s provision foil- 
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[1327] depreciation, for example. An investor about to 
buy the securities of a natural gas company would be much 
concerned whether a company is taking adequate allowance 
for depreciation and depletion; he would try to investigate 
whether the 14 companies here have adequate reserves, 
whether their annual provisions for depreciation are ade¬ 
quate. I would say that suili an investor, after lie got the 
assurance of the Federal Power Commission, through an 
order, would feel very much safer about such a provision 
than he would about taking his chances on any one of these 
securities. 

Q. That is, after he has information as to what the com¬ 
pany’s rates will be and what depreciation is being accrued, 
lie can then make up his mind as to what he will pay at that 
time? That is what you mean, isn’t it? 

A. No, I am making this point, Mr. Dougherty: An in¬ 
vestor is considering investing in Consolidated Gas Utilities 
Corporation. It shows ah earnings-price ratio of 29.71 
percent. He has, let us say, : $10,000 to invest. On the basis 
of the ratio shown, the earnings would be $2971 on his 
$10,000 investment. He has a lot of things to consider 
before he can feel that he is going to get anything like 
$2971 on his $10,000. 

Mr. Littman: You mean in the future? 

The Witness: In the future. 

He has got to consider whether Consolidated Gas Utilities 
Corporation has got enough gas to continue in business. 
[1328] He has got to consider whether they are taking 
enough depreciation, whether their depreciation reserves 
are adequate; whether they have got good markets; he has 
got to consider whether this is a sound company; he has 
got to consider a great many other things. 

Now, if he were investing, let us say, in Mississippi River 
Fuel Corporation, after that company’s condition had been 
reviewed and determined by the Federal Power Commis¬ 
sion, he would feel pretty sure about the earnings of the 
company; he would feel pretty sure that they were getting, 
as costs, as much as an astute attorney could get for them; 
he would feel pretty sure that they were making adequate 
provisions for depreciation; he would feel pretty sure that 
they had an adequate depreciation reserve; he would feel 
pretty sure that they would continue in business for quite 
a number of years. 
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And so I say, the problem is to decide how much wduld 
that investor want as against the fellow who is about to 
embark on an investment such as that shown for Consoli¬ 
dated Gas Utilities Corporation. 

i 

By Mr. Dougherty: 

Q. Some investors did buy Consolidated Gas Utilities 
Corporation stock at prices which, for the year 1943, [re¬ 
flected this earnings-price ratio? 

A. That is correct. But you must add this, that if that 
investor expects that he is going to get, or that the security 
[1329] is going to yield, 29.71, he is in for a very rude 
awakening. 

~ | 

Q. That is, he may or may not be, we don’t know that. 

A. It it my opinion that he is in for a very rude awakening. 

Q. But you don’t have any information on the Conspli- 
dated Gas Utilities Company, with respect to the various 
points you have mentioned, at the present time? 

A. Yes, I have just checked that up in the last few dalys. 

Q. That is why you picked it out to begin with? 

A. No, you can select another if you choose, select iEl 
Paso Natural Gas Company, which is the next company j on 
the list. 

Q. Does what you are saying mean that these earnings- 
price ratios shown here are higher or lower than would be 
reflected in prices paid by buyers of this stock, say, in the 
year 1944, knowing what the results were for 1943? 

A. I don’t follow the question there. 

Q. Well, you have been saying what an investor would 
consider for the purpose of determining what he woijild 
pay. Does the information which you are saying would be 
considered by him have some effect on what he would play 
in 1944, which price would be different than the price Re¬ 
flected in 1943? 

A. The market price will unquestionably change, sure, 

Q. And whatever it is reflects the considerations that 
[1330] you have been talking about? 

A. And other considerations as well. A change in the 
general market level of security prices would tend to affpct 
the prices on all these stocks, regardless of the cireujn- 
stance that each- 

Q. (Interposing.) But after the price has been paid is 
what I am talking about—it is a recorded fact what the 

31—9181 
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price is—then it does reflect! the information and knowledge 
that that investor has after he has made his purchase? 

A. If an investor buys a stock for $10 which, in its last 

published income statement showed a return available for 

such stock of $3,—he has just now paid $10 for it, the latest 

available information is thalt the company has available for 

common stock $3 on the basis of its last income statement,— 

vou can’t tell from those two statistics whether this investor 
• 

expects anything like a 30 percent return. 

Q. But the fact is that he paid $10 for it on that ratio? 

A. He certainly paid $10 for it. How much he is expect¬ 
ing is another matter. 

Q. You would have to ask him before you knew that? 

A. Exactly. And I say that these ratios must therefore 
very carefully be used. 

Q. So far as the sale of stock is concerned, however, these 
sales are a record of fact? 

[1331] A. They are, indeed. 

Q. And isn’t it true thait what you are talking about 
would reflect more what buyers in the future would pay than 
what they have paid in the p^st? 

A. Oh, no. A man who is buying a stock today and pay¬ 
ing $10 for it has before him information with respect to the 
past. He has the published report of some company in 
which he is now investing. That published report shows 
that it is earning $3 on this $10 stock. That doesn’t mean 
at all that he is expecting 30 percent on his $10 investment. 
Tie may be expecting no more than 0 percent, or even less, 
on the basis of the information that I have just given. 

Q. All of it means, however, that with all the information 
at hand, and with his expectations as they may be, he is 
willing to pay no more tham$10 with the $3 available earn¬ 
ings, as you say? That is as much as he is willing to pay, 
or at least he was able to buy at that price? 

A. He is willing to pay $10 for a history of $3 earnings. 

Q. That is right. 

A. What he is paying with respect to expected earnings 
is not shown by that ratio. 

Q. That is right. 

A. If he is expecting 30 cents in earnings, in spite of the 
fact that the last published! statement showed $3, then he 
[1332] is expecting a 5 percent return, and it is for that 
reason that these ratios nmpt be very carefully used. 
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Q. You would have to know what the expectations of {he 
buyer were to know what he was hoping to get? 

A. At times we have a fair idea as to what the buyers! of 
securities are worried about, and they are certainly worried 
about something in the Consolidated Gas Utilities Corpo¬ 
ration. 

Q. Well, your judgment would be that with a return of 
29.71 percent indicated, that, in and of itself, shows that 
there are certain speculative hazards there that reflect upon 
the mind of the purchaser? 

A. There are some very severe speculative risks involved, 
ves, sir. 

* ■ # i 

Q. Whereas, a man buying stock of some of these other 
companies apparently feels more secure about the price 
he can pay? 

A. Well, I have chosen to illustrate the point by saying 
that a man who would buy Mississippi River Fuel Corpo¬ 
ration stock after this Commission has reviewed the situa¬ 
tion, would feel very, very much more certain about Jiis 
investment. 

Q. Of course, there is no Mississippi River Fuel Corpora¬ 
tion stock quoted on this sheet. 

A. No. 

j 

Q. Take Interstate Natural Gas Company, which com¬ 
pany has had a rate case before the Commission and whose 
[1333] rates have been ordered reduced by the Commission, 
that company already has been through this period of hav¬ 
ing its accounts examined and its rates checked? 

A. Yes. 

Q. So that the investor knows, so far as that factor tljiat 
you mentioned is concerned, what he may expect thejre. 
Now, that shows for 1943 a ratio of 12.13, does it not? 

A. Yes, it does. 

Q. There, of course, are other factors that caused tljiat 
earnings-price ratio to be less than that of Consolidatjed 
Gas Utilities ? 

A. Yes, there are such factors. Of course, whv the in- 
vestor is demanding 12.13 percent on the stock of Interstate 
Natural Gas Company we can’t tell, but I dare say that jhe 
is concerned with the situation there on the company’s 
direct industrial sales. 

Q. Well, that is, of course, a matter of speculation jon 
your part? 
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A. That is my opinion. 

Q. Do you know what the industrial sales of the company 
a re ? 

A. Yes, they are quite a substantial portion of the com¬ 
pany’s total sales. 

Q. Do you know whether there is any indication that 
they will lose those? 

[13*34] A. That isn’t quite the point, Mr. Dougherty. The 
point is whether the investor is worried about his losing 
them. 

Q. Well, you put great stress upon the fact of a company 
having been before the Federal Power Commission and 
having gone through that purification process and having 
its reserves adequately stated, and certainly that qualifica¬ 
tion or test has been complied with by Interstate. 

A. Yes. 

Q. So, in order to find out why the investor is buying 
on a 12.13 basis, you would liave to find some other reason ? 

A. We know that there are other reasons. I dare say 
that if Interstate Natural Gas Company’s business was 
entirely a regulated business, its stock would be selling at 
considerably less than 12.13.’ 

Q. Now, let’s go back to the time before the company had 
gone through this purification process before the Federal 
Power Commission. You will note in 1939 and 1940 and 
1941, that the earnings-price ratios there were respectively 
8.88 percent, 9.08 percent, land 9.66 percent. Now, those 
were periods before the Power Commission had entered its 
order, is not that so? 

A. Yes, and they were likewise periods of relatively poor 
earnings. If you go back further than this, as possibly you 
will remember we did in the Interstate Natural Gas Com¬ 
pany case, you will come to the year 1932 or 1933, where the 
[1335] ratio shown is under 4 percent. Now, I don’t con¬ 
tend that an investor was willing to invest in Interstate 
Natural Gas Company stock in 1932 at an expected earnings 
rate of 4 percent. That is not what the ratio reflects. 

Q. Confining ourselves to the effect, upon the investor’s 
mind, of the Federal Power Commission action, those three 
years I have read show earnings of $2.11 per share for 
1939, $2.07 for 1940, and $2.15 for 1941. Now there was no 
great difference in earnings as against 1943, when they 
were $2.47. Isn’t that correct, Mr. Joseph? 

A. There has been some variation in earnings. 
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Q. Notwithstanding that fact, the earnings-price ratio 
reflected a lower percentage in these periods before the 
Power Commission order was issued than the periods after 
it was issued, isn’t that true? 

A. The ratios here arithmetically have risen, there is 
no question about that. You miss my point, though, I think. 
I don’t say that what the Power Commission does is i the 
only thing reflected in these ratios, not by any means. The 
fact that the ratio has risen from, let us say, 9.66 in 1941 to 
12.13 in 1943 may have more to do with the investor’s ap¬ 
praisal of how the war is going, let us say, than it has tef do 
at the moment with what the Power Commission is doing. 

Q. Let’s come to the other factor you mentioned all out 
Interstate Natural Gas Company, namely, the concern of the 
[1336] investor about its industrial business. Isn’t it a 
fact that the business of the Mississippi River Fuel Coilpo- 
ration is predominantly that of selling to industries direct? 

A. That is correct. 

Q. So wouldn’t the same factor there, as you have [de¬ 
scribed it with respect to Interstate Natural Gas Company, 
lie in the investor’s mind with respect to the Mississiippi 
River Fuel Corporation? 

A. Yes, I think it would. But we are dealing here, | re¬ 
member, with an attempt to appraise what the investor 
will require on the regulated portion of the business. The 
fact that the unregulated portion of the business appears to 
make it more hazardous is what we have to eliminate from 
these figures. 

Q. Well, if the companies are comparable as to character 
of business, that reflection of the unregulated portion ought 
to be found in Mississippi River Fuel Corporation’s recep¬ 
tion in the investor’s market in the same way as it is foqnd 
for the Interstate Natural Gas? 

A. Exactly, and if we could take out of the 12.13 the in¬ 
vestor’s appraisal of the risks of a regulated natural $jras 
company, we have a fair appraisal, a pretty fair appraisal, 
of the return required on the equity of Mississippi River 
Fuel Corporation for that portion of it which does a regu¬ 
lated business. 

[13371 Q- Mississippi gets its gas supply from the saine 
source as the Interstate Natural Gas Company? 

A. I understand that that is generally true, yes, sir. 

Q. And they both are located in the Mississippi Valley 
territory? 

. 

i 
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A. The same general part of the country. 

Q. So that from the standpoint of the investor as to where 
they are located, the character of business done, the fact 
that both are pipelines, and both are under the jurisdiction 
of the Federal Power Commission, those things make them 
fairly comparable, do they not? 

A. In so far as the regulated portion of their business 
is concerned. 

Q. And isn’t it also true that in so far as the unregulated 
portion of their business is concerned, they are as close as 
you could find any two natural gas companies ? 

A. Thev are verv close. Which would be riskier in the 

« V 

investor’s mind, I am sure I can’t say. 

i 

Trial Examiner: We will take a recess for five minutes. 

(Whereupon, a five-minute recess was taken, after which 
fhe hearing was resumed as follows:) 

[1338] Trial Examiner: Please come to order. 

By Mr. Dougherty: ' 

Q. Mr. Joseph, when I asked you about Consolidated 
Natural Gas Company you said you had some general idea 
of what the prices were at which that stock had sold in the 
market, and I have this morning’s New York Tribune with 
the stock quotations in it, which shows, for 1944 a high of 
32 2 /j and a low of 24. Does that more or less correspond 
with your knowledge on that subject? 

A. Yes, I get substantially the same information from 
the New York Times. 

Q. Well, we won’t quarrel about our respective papers. 

Have you ever seen the annual report, the first one, pub¬ 
lished by Consolidated, and sent out? 

A. I have seen the summaries of it. 

Q. Well, do you recall that the adjusted earnings, that is 
as they were stated in that report, on the basis of being 
separated from the Standard Oil Company, were roughly 
around about $3.19 or $3.20 for the year 1943, I believe? 

A. Yes, for the year 1943 the earnings on each share of 
Consolidated Natural Gas Company common stock were 
about what you say. 

Q. So that for approximate purposes the earnings-price 
ratio there would be 10? 

A. Approximately. 
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[1339] Q. Now you have related in detail the various con¬ 
siderations that an investor would have in mind in deter¬ 
mining the price he would pay for a common stock, which in 
turn reflects the earnings-price ratio. Would not those sjamc 
factors be considered by those who might be buying either 
preferred stock or bonds or other types of debt obligations 
of the company? 

A. I would like to hear that question again. I certalinlv 
don’t think they consider them to the same extent, hfirst 
may I read to you from a publication of Standard & Pojor’s 
Corporation the Consolidated Natural Gas Company ? | 

Q. What are these, comments of Standard & Poor’s ajxrnt 
the company? 

A. About the stock of the company, which is precisely the 
point that I was trying to make. 

Q. All right. 

A. “Consolidated pro-forma operating income in 1943 

amounted to 10.3 per cent of net book plant, indicating some 

vulnerability to further rate reductions.” 

* 

They are advising the investor here that he had better 
not expect a continuation of earnings as high as 10.3 j per 
cent. 

Q. What is the date of that particular comment of Stand¬ 
ard & Poor’s? 

A. June 9, 1944. 

Q. Now isn’t it a fact that since that time is the time When 
the stock has made its highest record on the New ^fork 
[1340] Stock Exchange? 

A. That is not at all surprising, that may be so. 

Q. That is, notwithstanding the note of warning that 
Standard and Poor’s gave, people still continue to jpay 
higher and higher prices for Consolidated Natural jGas 
stock? 

A. Yes, but that only proves that they don’t want or djon’t 
have to have 10.3 per cent on a stock which has only! tin* 
risks that Consolidated Natural Gas Company has. 

Q. Now what are the rate reduction risks that subsidiaries 
of that company face? 

A. They face the risk of having the rates reduced. 

Q. By what bodies? 

A. Bv bodies in authority to order those reductions.! 

Q. Now one of the subsidiaries is the Hope Natural Gas 
Company, isn’t that correct? 

A. That is correct. 
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Q. And that company has been through the Federal 
Power Commission rate case and its rates actually were put 
into effect in 1942 in accordance with the Commission’s 
order, were they not? 

A. Yes, that is so, but the full effect of that rate reduction, 
as I understand it, has not yet been felt by the Consolidated 
Natural Gas Company since, up to this point, what has been 
done has been to take the money out of one pocket and 
put it into the other. 

[1341] Q. Let's go to the other pockets. What possible 
rate reduction do you have in mind from the other pockets? 

A. Well, ordinarily the investor would expect—he may 
mistakenly expect but he expects—that when the Federal 
Power Commission orders a rate reduction it doesn’t order 
that reduction for the benefit of Consolidated Natural 
Gas Company, but it orders that reduction for the benefit, 
at least in part, of some of the consumers of natural gas. 

Q. Then wouldn’t the investor, knowing that, take that 
into consideration even though the full benefit of those re¬ 
ductions had not yet beenjpassed on? 

A. Exactly, and that is j!ust what he is doing. He doesn't 
expect this 10.3 per cent Ito continue, because he expects 
that somewhere along the line the consumer of natural gas 
is going to get the benefit of these rate reductions. 

Q. And notwithstanding that fact he still pays higher 
and higher prices? 

A. He pays these high prices for earnings which are 
subject to downward adjustment, because he considers that 
the risk involved is not as high as ten per cent. 

To illustrate, Mr. Dougherty, if the investor in common 
stock of Consolidated Natural Gas Company today paid $30 
per share, and the last published statement of Consolidated 
showed $3.00 a share for |that stock, that is an indicated 
earnings-price ratio of 10 per cent. Now the investor says 
[1342] to himself, “Well, these fellows are going to have 
to pass along some of this rate reduction. That will reduce 
this $3.00 to maybe $1.50. But I am, nevertheless, perfectly 
willing to put up my $30.Q0 to get $1.50, which is five per 
cent, on a natural gas company which has so few risks as 
Consolidated Natural Gas Company.” 

Q. Now a while ago you talked about the ill repute of 
holding companies in the, minds of investors. Are you 
now revising your opinion! of that situation? 

A. Not at all. 


I 
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Q. When you say that the investor looks at Consolidated 
Natural as having few risks? 

A. Not at all. If Consolidated Natural ceased to j^e a 
holding company, and became strictly an operating com¬ 
pany, I would expect a downward revision in this earnijngs- 
price ratio. 

Q. Now with respect to the price of this stock pack 
earlier this year, when it sold at 24, the investors jlien 
had before them all of these facts about possible rate reduc¬ 
tions just the same as they do now, isn’t that so? 

A. No, they did not. ! 

* . ... I 

Q. Has there been any change since the decision in the 

Hope Natural Gas Company case by the Supreme Court, 
which was announced earlv in Januarv, that is the basis for 
your negative answer? 

A. Well, there has been this change, as you just ijien- 
[1343] tioned a few minutes ago, that the first published 
annual report of tlie Consolidated Natural Gas Compjany 
was published within the last few months. 

Q. Well, there were statements issued prior to that lime 
as to estimated earnings, however. 

A. There were statements issued on a pro forma bs|sis. 
As I recall it, some of those statements were introduced 
here before this Commission in the case involving the New 
York State Natural Gas Corporation, and did not spow 
the earnings that were finally published. 

Q. Now with respect to this rate reduction situation that, 
you talk about, do you know that recently in the Statp of 
Pennsylvania an order has been entered on rates with itlie 
Peoples Natural Gas Company, which made some reduc¬ 
tion and ordered a refund? 

A. Yes sir. 

Q. Now that rate situation then is over until a new 
procedure is started. 

Mr. Littman: You don’t mean that, do you? There lare 
some people complaining about that and there is a prosplect 
of its going to the courts. I just got a copy of the opinion 
the other day. 

Mr. Dougherty: It is over so far as the ordered reduction 
is concerned. • 

Mr. Littman: The Commission has ordered the reduction, 
yes. 
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[1344] Mr. Dougherty: That is right. 

The Witness: Let me emphasize that what we are con¬ 
cerned with is the investor’s appraisal of this situation— 
does he think that Consolidated, alone of all natural gas 
companies, is free of the possibility of having its rates 
reduced ? 

By Mr. Dougherty: 

Q. Well, that is a speculation the answer to which we can 
find out only by asking the investor. But 1 am trying to 
find out the facts now with respect to these rate reductions, 
and do vou agree with me that the Pennsylvania. Commis- 
sion, so far as it is concerned, has issued its final order, 
and that there is no pending rate reduction before that 
subsidiary in that State? ! 

A. That is correct. On the other hand, the City of Cleve¬ 
land has a very aggressive attorney- 

Q. (Interposing:) There is a rate case in Ohio that is 
still pending. 

A. Exactly. 

Q. But with the expectation, whatever the investor ex¬ 
pects, this earnings-pricc ratio has changed during this 
year from something above 10 down to 10; that is, the 
tendency has been for it to lower right along, hasn’t it? 

A. Yes, and the investor'expects that that will continue. 

Q. Now is it your understanding that the only securities 
held by the public for that group of gas companies is this 
common stock we have been talking about? 

[1345] A. I can check that in a moment. (After check¬ 
ing) With the possibility of a very minor exception, that 
is true. 

Q. Now getting to the question 1 asked you before you 
read into the record this data on the Consolidated Natural 
Gas Company, that was whether or not the investors in 
bonds or preferred stocks of a gas company would not 
consider these same factors which you have beeen relating 
in relationship to the common stocks. I think you said, 
“Maybe not to the same extent,” and then we got off the 
subject. 

A. That is correct. The investor in the bonds or notes 
of these natural gas companies is well aware of the risks 
that the companies face. The Guaranty Trust Company, 
for example, is pretty well:informed on the subject of the 
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risks of natural gas companies, but nevertheless it lenps 
money to the Mississippi River Fuel Corporation at 2j 1 / 4 
per cent. 

Q. For your information, the composite rate is 2% pjcr 
cent on a 7 year loan, but that is immaterial. 

Going to the Consolidated Gas Utilities Corporation bn 
Schedule 5-A, page 85, there we find that there has beeb a 
wide fluctuation in the bonds of that company? 

A. Yes, there lias been a wide variation in the prices. 

Q. Now the yield on those bonds which you show varied 
from 11*4 per cent in 1937 to 18*4 per cent in 1939 and 
then back down to 6 per cent in 1941, would indicate ele¬ 
ments of risk in the investor’s mind, would it not? 

[1346] A. Certainly. 

Q. Well, don’t you find all through the yield price On 
fixed obligations such as bonds, that a company whose 
bonds bear a low interest rate, and therefore a low vie'.d, 
say, to the public, on the basis of the price at which they 
are sold, likewise will have a low earnings-price ratio 
on its common stock unless there is some unusual varia¬ 
tion in the amount? 

A. There would be a tendency, yes, for a company whiph 
has outstanding very low yield senior securities, to hajve 
outstanding stock selling on the basis of a low earnings- 
price ratio. 

Q. Well, now, would it be possible, Mr. Joseph, frojm 
the material which you have in Part 2 of your Exhibit, 
to take a company such as, for example, the Consolidattd 
Gas Utilities Corporation, or the Oklahoma Natural Glas 
Company or Southern Natural Gas Company, and by usibg 
material as to yields on bonds and any other debt outstand¬ 
ing, and as to any preferred stock outstanding, and thbn 
ns to common stock, get more or less a composite figure 
that would represent the overall picture, or an average |of 
the demands of investors in that class of securities, of thpt 
company’s securities? 

A. That would be possible if you first overcame the 
problem of determining what the investor in the equity pf 
tlie companies you mentioned is actually requiring. 

Q. Now you preface that assumption or that condition, 
[1347] do you not, by the necessary inference that the 
earnings—price ratio of the common stock docs not indicajte 
what the investor expects to get as earnings? 

A. Exactly. 



I 


492 

Q. And therefore the only way you could ever find out 
this overall average appraisal of the investor would be to 
ask the investor in the common stock of the company? 

A. Oh no, we have other ways of gauging that. You can 
follow these matters pretty closely. The Idaho Power 
Company, for example, recently sold preferred stock at a 
verv, verv low vield. The investor is satisfied that the 
Securities and Exchange Commission and the Federal 
Power Commission, dealing with the affairs of that com¬ 
pany, have eliminated many of the risks, and that becomes 
apparent from the price which he will pay for the stock. 
Once the risks are eliminated the money flows rather freely 
at a really low return. 

Q. Well, does that give you the overall picture, then, 
that would be reflected in the nature of the question I asked 
you ? 

A. You can't come to a precise mathematical answer on 
what the investor is requiring. That is the major point 
that I am trying to make. : 

Q. Well, may I say this, Mr. Joseph, that when a com¬ 
pany such as the Oklahoma Natural Gas Company, for 
example, sells securities of all classes, which it has done 
[1348] in the last few years, doesn’t that indicate what the 
investor demands on the overall picture of that particular 
company, with the circumstances there? 

A. For those securities. 

Q. For those securities. 1 

A. Yes. 

Q. Now if common stock is one of the group of securi¬ 
ties sold, wouldn’t that Ipe taken into consideration the 
same as bonds or preferred stock? 

A. If you have a true -gauge of the earnings that the 
investor in the common stock expects will continue over a 
series of years. 

Q. So far as the company is concerned, when it sells that 
common stock, that is all it can get on the basis of what is 
known at the time, isn’t it? 

A. That is correct. Let me illustrate, now, perhaps on 
the Oklahoma Natural Gas Company. The company has 
outstanding, let us say, 6 per cent bonds which are refunded 
at 3 per cent. With a six per cent bond outstanding the 
company has nothing left-for its common stock; but with 
a 3 per cent bond outstanding it has something left. The 
investor is perfectly willing to pay money for that common 
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slock even though, on the basis of its historical showing, 
it shows no earnings at all. Why does he pay something 
for that common stock? Not because he expects thatjhe 
will get nothing in the future, but because he expects that 
[1349] this refinancing will help to show' something for the 
common stock. 

Q. Wouldn’t that have its reflection in the overall aver¬ 
age, because from what you have stated you would liavg a 
lesser bond interest cost, because of some reduction in |he 
price? Now whatever effect that has on the common stock, 
if you took them all into consideration at the time wljen 
they are all issued, wouldn’t that give you the overall jtic- 
ture ? ! 

A. Provided you knew the answer to my problem. In 
the illustration that I gave, you would have the investor 
expecting no return on his common stock, or an infinite 
earnings—price ratio. 1 

Q. Is it your position that you can never use common 
stock, even when sold initially at a price or market prices 
when traded in by individuals, as having any weight in tjhc 
determination of the overall requirements or average re¬ 
quirements which investors make for companies of this 
character? 

A. Very far from it, Mr. Dougherty. My position is 
quite the contrary. My position is that these earnings— 
price ratios should be used and a great deal of attention 
paid to them in determining the allowed return for a utility, 
blit they should be used with discretion and not as a melre 
mechanical operation. 

Q. Well, is it necessary in every instance to know what 
the investor in his own mind expects, before vou can u^e 
them? I 

[1350] A. We can’t determine what all investors expert. 
We can say, however, that when Consolidated Gas Utilities 
Corporation common stock is selling at 29.71, the investor 
doesn’t expect a continuation of an earnings-price ratio 
high as that. 1 

Q. Now Mr. Joseph, leaving this exhibit and going to 
the question Mr. Littman asked you yesterday at the 
close of the hearing, in questioning you about the matter 
of return or earnings varying with the quantity of sales, 
this question appears in the record, or this statement: j 

“Mr. Littman: I am asking him whether return or earr¬ 
ings vary with the variations in the quantity of sales. 
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‘Earnings’ and ‘Return’ I iam using synonymously in my 
question.” * 

I take it that in your answer you, likewise, were treating 
Return and Earnings synonymously? 

A. Earnings and Return: are synonymous. 

Q. When you used those terms synonymously, what par¬ 
ticular figures or dollars were you speaking of on the 
income statement of the company? 

A. Well, you can relate the Return to the figure gen¬ 
erally called Utility Operating Income. 

Q. Now in your Exhibit 59, on page 72, you show some 
statistics for the natural gas industry, do you not? 

A. Yes. 

Q. When you are speaking of Return or Earnings you 
[1351] say it is the Utility Operating Income? 

A. Utility Operating Income. 

Q. You are not referring to the Net Income Available 
for Dividends and Surplus? 

A. You might refer to that, if you chose. I was thinking 
more in terms of Utility Operating Income. 

Q. Now it appears there that for the industry at large 
the Utility Operating Income fluctuated over all of the 
years there shown, and if you go to page 71 you will find 
that the volumes of gas sold to consumers, which are 
shown there, likewise fluctuated during those years from 
1931 up to 1942—is not that so? 

A. Yes, that is so. 

Q. Now whatever the utility operating income is depends 
on what the gross revenues are and what the deductions 
from gross revenues are, isn’t that true? 

A. That is correct. 

Q. Any variance that takes place in Utility Operating 
Income, therefore, depends on not only the quantities of 
gas sold, but on what the expenses are? 

A. Most certainly. Utility Operating Income does not 
vary strictly in proportion with the sales. I say merely that 
it tends to vary. 

Q. Now of course it could be so that your sales might 
increase and your gross revenues increase and your net 
[1352] utility income or operating income would decrease? 

A. That could happen. 

Q. Now with respect to Mississippi River Fuel Corpo¬ 
ration on Schedule 1 of Exhibit 1 in this case, which was 




an exhibit put in by Mr. Blease, there are shown there j;he 
income figures for the history of this company. They call 
it their Net Operating Revenues. Do you have that 
exhibit available there, Mr. Joseph? 

A. Schedule 1 of Exhibit 1 ? 

Q. Yes—page 46. 

A. Yes, I have that. 

Q. Now the figure that I understand you are referring 
to as Return or Earnings is called on that schedule Net 
Operating Revenues? 

A. That is correct. 

Q. And those have fluctuated from year to year in the 
case of the Mississippi River Fuel Corporation? 

A. Yes, they have. 

Q. On page 57 of the same exhibit, which is Schedule 10, 
there are the three years 1940, 1941 and 1942 stated. 

A. I see that. 

Q. Now there again there is no similarity in any of 
those years, isn’t that correct? 

A. There are variations in the figures for Net Operating 
Revenues. 

[1353] Q. Now you find there variations in the Gr<j>ss 
Revenue figures also, do you not? 

A. That is correct. 

Q. And variations in the Operating Revenue Deductions? 

A. Yes sir. 

Q. Then on Schedule 11, page 59, of the same exhiliit, 
there are the sales shown for those years, and you wjill 
note that for the year 1942 there was a greater quantity 
of gas sold than in 1940? 

A. That is correct. 

Q. And also a greater quantity than sold in the year 
1941? 

A. That is correct. 

Q. The booked income of the company, that is the Net 
Operating Revenue before Examiners’ Adjustments, liojw- 
ever, was less for 1942 than for the preceding years, w^s 
it not, as shown on Schedule 10? 

A. Yes, it is less. 

Q. So these are the particular figures that you are 
speaking about that vary or fluctuate in accordance with 
t lie amount of business done by a gas company, are they nolt? 

A. The Net Operating Revenue figures tend to vary ;in 
accordance with the gross sales. I would say this, that if, 
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in 1940, the Mississippi River Fuel Corporation had sold 
44,000,000 MCF, and in lSj42 the sales had declined, from 
44,000,000 to 36,000,000 MCF, the reverse of what is shown 
[1354] on page 59, that you would have had a very much 
different story in your Net Operating Revenue. 

Q. And that is also because of a lot of differences in 
Operating Revenue Deductions, such as taxes and other 
costs? 

A. That is because if the company doesn’t take in as 
much monev, it is hard for it to have as much monev left 
as earnings. 

Q. Now you mentioned Net Income figures, that possibly 
those might be considered: as return on earnings. What 
is the difference between the use of the two, that is, Net 
Income figures or Net Operating Revenue figures? 

A. Net Operating Revenue figures are the figures most 
frequently referred to in these rate cases when return is 
spoken of. Net Income is frequently referred to as an 
earnings figure when you are talking about the earnings 
of preferred or common stock. It is for that reason that 
I said that Return or Earnings, if you used the terms 
synonymously, may sometimes refer to Net Income. 

Q. So what you are speaking of is the actual operating 
results or revenues from the company’s operations, and 
you would say that that is; the return which the company 
has made on its business fdr a particular year, in dollars? 

A. It is what is referred to in these rate cases as the 
Return Earned. • 

Q. Well, take the year 1940, and before adjustment you 
[1355] would say that they earned a return of $1,267,714? 

A. That is exactly what they did earn, yes sir. 

Q. Now that may be less or more than 6*4 per cent, de¬ 
pending on how you make your computation, isn’t that so? 

A. Well, it depends on what you are using 6 M> per cent 
of, certainly. This figure is less than 6 V 2 per cent of a great 
many figures, and it is more than 6 V 2 per cent of a great 
many other figures. 

Q. Well, the thing you are talking about is the Return 
that was earned in 1940, a dollar figure, which has no 
reference to any percentage or rate of return? 

A. I was speaking about:the Return Earned; I was not 
speaking of Rate of Return. 

Q. I so understood you, I just wanted to be sure. Now 
do you have Exhibit 3 before you? 
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A. Yes sir. 

Q. On page 7 of Exhibit 3, Schedule 2, are found figures 
for four years—1940, 1941, 1942 and 1943, after certain 
adjustments have been made for gas purchased from the 
United Gas Pipeline Company. You are familiar with 
these four sets of figures? 

A. I see them. 

Q. Now here again you would say that in 1940 the cohi- 
panv earned a return of $1,790,986.03—that is the Net 
Operating Revenues figure? 

[1356] A. That is the Net Operating Revenue figure 
shown. I understand that that is an adjusted figure. 

Q. Well, let’s preface the questions by assuing tlujse 
adjustments. With those adjustments made, then that is 
the figure as distinguished from some other figure in the 
year that represents the Return Earned? 

A. This is what I would call the Return Earned. 

Q. And that would be true for each of those years ? 

A. Yes, for each of the four years. 

Q. If the question of adjustment causes you any diffi¬ 
culty, Mr. Joseph, 1 would just as soon eliminate it,lit 
is or no consequence to me. It is the part of the figures 
in the income statement that I am concerned with. 

A. Very well, Net Operating Revenues, Return Earned 
and Earnings are sometimes used synonymously. 

Q. If you prefer I would just as soon use the actual 
book figures for 1940, 1941, 1942 and 1943, which I tliijnk 
are in the same Exhibit 3. I was merely using that 
Schedule 2 because all four were on the same page. 

Now will you turn to Schedule 9? There you will find tjho 
book figures for the years 1942 and 1943. 

A. What page is that? 

Q. Page 15. 

A. Of Exhibit 37 

Q. Yes. 

[1357] A. Yes, I see them. 

Q. Now before adjustment, then, for 1943, you would say 
that the company earned a return of $1,186,232.72? 

A. Per books, ves sir. 

Q. And for 1942—$986,932.83? 

A. On the same basis. 

Q. And then the adjusted figures of course are shown 
there if you want to use them. 

32—9181 
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A. That is correct. 

Q. Now the volumes that were sold in those two years I 
think are found on Schedule 11, page 17, so that in the same 
exhibit we can compare the volumes. There you find, do 
you not, that in 1943 there was a slightly greater volume 
sold than in 1942? 

A. Yes, that is correct. 

Q. Now will you take exhibit 10 which is one of the cost 
allocation exhibits that Mr. French put in? Do you partici¬ 
pate in any way in the making of these cost studies or cost 
allocations? 

A. I did not participate in their preparation. 

Q. Is it a part of your duties as, I think you said Chief 
Examiner of Accounts of the Commission, to participate 
in these cost allocation studies? 

A. No, it is not a part of my designated duties. I have 
been consulted on the preparation of some of these cost 
[1358] allocation studies, or rather, I have been consulted 
about portions of them. 

Mr. Littman: Are you referring to the cost allocation 
studies in this case, or some other case? 

The Witness: Some other case. 

By Mr. Dougherty: 

Q. Now, it is your understanding, is it not, that the 
purpose of Exhibit 10 was to make a division of the costs 
of rendering service to the different classes of customers 
of Mississippi River Fuel Corporation? 

A. Upon the basis of some certain assumptions, yes, I 
think that is true. 

Q. Well, the end object of the exhibit was to determine 
the cost of service, or the costs which Mississippi River 
Fuel Corporation incurs in rendering service to different 
classes of customers? ; 

A. Well, I think the primary object—it is my understand¬ 
ing of it, anyway—is to determine the cost of serving those 
customers whose sales are subject to the jurisdiction of this 
Commission. 

Q. Well, the reason for the exhibit is because non-juris- 
dictional and jurisdictional sales are made, and the purpose 
of the exhibit, as you say, is to determine the cost of serving 
the customers, the sales to which are subject to jurisdiction? 
[1359] A. Yes. 
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Q. Of course, in doing that, you of necessity have to mike 
allocations of costs among all of the customers? 

Mr. Littman: Just a minute. I am going to object to tins 
cross-examination. The witness has testified clearly that 
lie did not participate in the preparation of this allocation 
exhibit, and the record is also clear that he has not under¬ 
taken here to testify on the subject of allocation. I hm 
going to object to any further cross-examination of this '^it- 
ness on a subject concerning which he has not been offered. 
Maybe they will start asking Mr. French some questions on 
accounting before thev get through. 

Mr. Dougherty: If you put him on and ask him questions 
on accounting, I will do so, Mr. Littman. 

Mr. Littman: The record will show quite clearly that Ithe 
questions I asked Mr. Joseph related to Return. Now it 
may -well be that we will argue, and contend from whatj he 
stated in connection with Return, we may well argue in Sur 
brief some matters related to Allocation. But that i|3 a 
far cry from our having offered this witness as a withess 
on the subject of Allocation. 

Mr. Dougherty: Mr. Littman, you asked him, or prefaced 
your question by referring to the testimony of Mr. Mijller 
on Exhibit 57, which is a cost allocation exhibit, and you 
asked him his opinion on certain things Mr. Miller had 
[1360] said in his testimony on a cost allocation exhibit, 
and I am trying- 

Mr. Littman (Interposing): I asked his opinion as to 
some testimony that Mr. Miller gave on the subject of 
Return. 

Trial Examiner: Specifically, what testimony is it that 
you are referring to, the testimony to which Mr. Littijian 
was referring in asking Mr. Joseph the question? 

Mr. Dougherty: He said this, on page 1291: 

“Q. Did you hear the testimony of Mr. Miller earlier 
today, Mr. Joseph? 

“A. Yes sir, I did. 

“Q. Relating to Exhibit No. 57—you heard that testi¬ 
mony? 

“A. Yes, I did. 

“ Q. Do you know that he has treated the items of retfirn 
and federal income taxes as costs to be allocated exclu¬ 
sively - on the basis of demand? 

* 

“A. I heard him so testify. 

I 



I 
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“Q. You will find that from the explanation of Schedule 
1 of Exhibit 57 ? 

“A. It appears on that page, yes. 

“Q. Do you believe that return does not vary with the 
variations in the quantity of kales?” 

Xow, that is all about this cost allocation in this case. 

Trial Examiner: The present line of testimony is di¬ 
rected toward Mr. French ’si testimony, not Mr. Miller’s, 
isn’t that correct? 

[1361] Mr. Dougherty: It is directed toward not Mr. 
French’s testimony, but towards the question of allocation, 
and Mr. Miller, in his use of Return, if you will recall, used 
t he same Return that Mr. French did. 

Mr. Littman: He used the same what—you mean dollars 
of over-all Return? 

Mr. Dougherty: Yes. 

Mr. Littman: They allocatejd it differently. 

Mr. Dougherty: Yes. 

Mr. Littman: In other worlds, I asked Mr. Joseph a few 
preliminary questions so as to tie it into the subject matter 
that I may want to argue in my brief, but when I got down 
to brass tacks and asked him the $64 question, the purpose 
for which I had this witnesk on the stand, it was purely 
related to the matter of function of Return, whether Return 
does vary with the volume of sales. 

Mr. Dougherty: All I am tjrying to get here is the things 
that Mr. Joseph has in mindj when he says Return, and up 
to date he has told what they are. I want now to point out 
and go over with him the item of Cost that is put in the cost 
allocation as Return, and see whether he means that as the 
same things which lie has sajid he means as Net Operating 
Revenue. 

Trial Examiner: All right, go ahead and ask him that. 

i 

Bv Mr. Doughertv: 

[1362] Q. Now, Mr. Joseph, in the exhibit which Mr. 
French put on as Exhibit 10, on Schedule No. 4, he shows 
an item there Return on Rate Base—that is Schedule 4, 
Sheet 2 of 2. j 

A. Yes, sir. 

Q. And that, you will note, is $926,173. 

A. I see that. j 
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Q. Now, that is a different figure from the Net Operating 
Revenues figures which we spoke of a while ago on Schedule 
9 in Exhibit 3, is it not? 

A. This is the allowed Return as distinguished fronj the 
Return earned. 

Q. I say, it is a different figure? 

A. Yes, it is. 

Q. Now, do you know how that $926,173 was arrived at ? 

A. I understand that the $926,173 was arrived a ; by 
multiplying 6Y> percent times a certain figure designated as 
the Rate Base. 

Q. If we turn to Exhibit 3, Schedule 1, you will see down 
at the bottom that same figure of $926,173, and there is a note 
or indication of the meaning of it, “Return at 6V£>% onj Net 
Investment”. 

A. You say that is Exhibit 3, Schedule 1? 

Q. Exhibit 3, Schedule 1, page 6. 

A. Yes, I see the same figure there. 

Q. So that was obtained by multiplying 6M> percenjt on 
[1363] the amount of $14,248,817.67, was it not? 

A. That is as I understand it, yes. 

Q. So do I. 

Now, when you, a moment ago, said that that is wh^t is 
called the Allowed Return, I take it that that is not the 

' ^ I 

dollar figure you were speaking of in your answer to Mr. 
Littman when you said Return on earnings varied in accord¬ 
ance with variations in sales? 

A. The allowed Return is, of course, different from the 
Return earned. 

Q. Yes. 

A. That is not to say, however, that there may not be some 

relationship between the two. In fact, as I understand 

the purpose of these proceedings, the attempt is to draw one 

more doselv to the other. 

» 

Q. Well now, with respect to the allowed Return, ;that 
is a computed amount that has no relationship to the I vol¬ 
umes of gas sold in the particular year in question, hajs it? 

A. I certainly wouldn’t go that far, no, sir. 

Q. Well, let’s take this: In 1942, with the net investijnent 
as indicated, there is an allowed Return of $926,173. ^Vfhen 
Mr. French took that as one of the items of cost, he put it 
in his schedule, which is in Exhibit 10. Now, is it ^our 
contention that if, in 1942, there had been sold, instead of 
the 44,012,110 MCF, the amount that was sold in }943, 

i 

i 

i 
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[1364] which is 45,190,533 MCF, that a different computa¬ 
tion of the allowed Return would have been made? 

A. No, that might not be necessarily true. The com¬ 
putation— 

Q. (Interposing:) Would it be true in any respect? 

A. Oh, yes; if, instead of selling 44,000,000 MCF, your 
company had sold 144,000,000 MCF, I dare say you would 
be arguing for a much larger Return than $926,000. 

Q. We wouldn’t even be here, Mr. Joseph. We would be 
out of business, of course. ' 

Let’s discuss this within elements of reasonable varia¬ 
tions as actually took place! in the history of the company. 

A. Well, I am simply trying to illustrate that if you 
multiply your volume of sales by 2, the great likelihood is, 
especially with a company selling gas so near capacity as 
your company is, that the investment would increase, and 
tlie allowed return would likewise increase. 

Q. Of course, that is a different situation than is involved 
in the cost studies made in this case or this proceeding, 
isn’t it? 

A. I don’t (piite follow you. 

Q. You are talking about a different investment, a differ¬ 
ent quantity sold. I am asking you this question, and it 
certainly is capable of an anlswer, that for the year 1942 the 
allowed Return was computed at $926,173 and in that year 
11365] there were sold 44,012,110 MCF. My question is: 
If there had been sold not that amount, but the same amount 
as was sold in 1943, namely, 45,190,533 MCF, is it your 
contention that there would have been a variation in the 
allowed Return computed on the basis of the net investment 
for 1942? 

A. No. So long as the two figures remain the same, and 
you multiply the one by the other, you are going to come 
to the same answer. 

Q. Well, isn’t it a fact that the allowed Return varies only 
as the net investment varies ? 

A. Oh, no—and the net investment very frequently varies, 
unless there is a serious business mistake, with the quan¬ 
tity of gas that is expected to be sold. 

Q. Well, now, first let me again ask the question: Isn’t 
it true that the allowed Return, being based upon the net 
investment, will vary only as the net investment varies? 

A. I don’t see the import of the question. 


f 
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Q. 1 am not asking you that. Just answer the question, 
please. 

A. You should enlarge it. 

Q. No, I don’t have to. Will you please answer? 

A. My answer is no. You have got to take into con¬ 
sideration the rate of return, as well. 

Q. Now you have to take into consideration the rate of 
return ? 

[1366] A. Of course. 

Q. With the same rate of return, the 6*/> per cent rate of 
return which is computed in here, I have been asking you 
if, as a matter of fact, the allowed Return computed at 
per cent would vary for the year 1942 only if the net invest¬ 
ment had varied? 

Mr. Littman: I am going to object to that question, ii is 
not a proper question unless all of the circumstances are 
spelled out in each of these two instances. This Comniis- 
sion, of course, isn’t going to guarantee to this company a 
return even if it sells no gas. You have got to spell out all 
the various circumstances before any witness can intelli¬ 
gently answer a question like that. 

Trial Examiner: Well, let the witness say that, then, let 
him answer the question. 

The Witness: Well, if the rate of return stays the sailie, 
if the net investment stays the same, and there is no other 
reason for a change, then, of course, the allowed Return 
will stay the same. 

Mr. Littman: That is, if the Commission allows it. j 
By Mr. Dougherty: 

Q. Well, whatever percentage of return is allowed, that 
will remain constant for the purpose of what we are talking 
about, -won’t it? 

A. I don’t know for what purpose you are talking aboikt. 
[1367] I see your questions merely as questions of mathe¬ 
matics. Certainly two figures, one multiplied by the other, 
if they remain unchanged the answer will be unchanged. 

Q. If the volume sold in 1942, or in any year, with the 
same rate base, and the same percentage of return, varied 
so that you w’ould have to change your net investment, qr 
change your plant and add capital, and therefore have a 
higher net investment by reason of greater volumes, then 
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that return, under those circumstances, would change, 
would it not ? i 

A. If the net investment were increased to accommodate 
greater volumes ? i 

Q. Yes. 

A. All other things being equal? 

Q. Yes. 

A. The allowed Return would be increased. 

Q. Now, if any variation in sales in any particular year, 
whether up or down, resulted in no change in the net invest¬ 
ment, and assuming, of course, that we are still in business 
and that the variations come within the limits of keeping 
the property all used and useful, isn’t it true, Mr. Joseph, 
that there would be no variation in allowed rate of return 
bv reason of any variation or change in the volumes of gas 
sold? 

A. I don’t believe that is true. 

Q. What changes would 1 there be? 

11368] A. Well, there would be changes of this kind: The 
company gets into a position where it sells very much less 
gas than it does on the average. There the question of the 
use of the facilities will ccjmc up. 

Q. Didn’t you hear, in my question, “assuming that the 
reduction in volume still was in such amount as to have all 
of the company’s property used and useful”? 

Mr. Littman: I object to these questions, if Your Honor 
please. I don’t know what the Commission would allow in 
one case or another case. 

Trial Examiner: I think that question is involved. It 
seems to me that counsel is now asking this witness for con¬ 
clusions which must be reached by the Commission itself. 

Mr. Dougherty: I will tell you, Mr. Examiner, all I am 
trying to bring out, with‘great difficulty, is the difference 
between the earned Return that Mr. Joseph says varies with 
volumes of sale, and which we don’t dispute, and the item of 
allowed Return which is put into the cost allocation on a 
particular year to determine costs in that year, and I think 
my questions are clear that the variation in volume that 
might take place up or down in a year, if it has no change in 
the net investment, then does not cause any change in the 
allowed return which would be used in a cost computation 
for that year. 
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Mr. Littman: He is asking this witness to state how he 
[1369] would expect the Commission to decide a case if; such 
a case were put to them. If he is not asking that question, 
then he is asking Mr. Joseph to state what Mr. French would 
do in those circumstances, and he is not supporting! Mr. 
French’s exhibit and hasn’t undertaken to. 

Mr. Dougherty: You put him on and ask him for an 
opinion, and you don’t want me to test that opinion. That 
is perfectly apparent. 

Mr. Littman: I want you to test it, and I think you have 
asked all the questions under the sun to test it, but I think 
you are going outside of the scope of proper examination. 

Trial Examiner: Well, it seems to me that perhaps jit is 
the approach, but there is something wrong with it. 

i 

By Mr. Dougherty: 

Q. Let me ask this question: For the year 1943,! Mr. 
Joseph, the Return computed was $891,320. 

A. I see that, yes, sir. 

Q. Now that is a lesser Return than was computed for 
1942? 

A. That is correct. 

Q. Is it your judgment that that variation in allowed 
Return took place because of changes in volumes sold?! 

A. No, it is not. 

Q. That took place because of a decrease in the; net 
investment, didn’t it? 

[1370] A. Yes, that took place because the net investment 
decreased by $536,000. 

Q. Now, when Mr. French, or any other witness, or when 
Mr. Miller, if you want it that way, put in his Exhibit 
57, the Return which he did on Schedule 1, of $891,320, he has 
taken that same figure as is shown on Schedule 1 in Exhibit 
3, hasn’t he? 

A. That is the same figure. 

Q. And that is a different figure from the Net Operating 
Revenues which you spoke of a while ago in answer to one 
of my questions as to what you meant by Return earned 
during the vear, which is shown on Schedule 9 of Exhibit 3 
as $1,186,232? 

A. I haven’t checked the figure, Mr. Dougherty. 1 assume 
it is right. 

Q. The amount, therefore, of $891,320 that is shown! as 
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Return in the cost allocation Exhibit No. 57, does not repre¬ 
sent the earned Return which Mississippi River Fuel Cor¬ 
poration had in 1943, does it? 

A. It certainly is not the! same figure, no, sir. 

Q. And that is a computed Return which is included Tfi 
this allocation exhibit as one of the items of cost? 

A. Well, I assume you correctly describe Mr. Miller’s 
exhibit, yes, but if the item of Return is included in that 
exhibit, on the assumption that it does not vary w’ith varia- 
[1371] tions in sales, then the author of the exhibit has made 
a bad mistake. 

Q. That is the same figure, Mr. Joseph, as was included in 
Exhibit 11, isn’t it, as the Return? 

A. I see the figure of $926,173. 

Q. How much would you vary the $891,320 had there 
been, sav, 2 billion cubic feet of gas less sold in the year 
1943? 

Mr. Littman: 1 object to that. This witness has not 
undertaken to make a cost allocation. 

Mr. Dougherty: He is saying that it is a mistake to say 
that this does not vary. I want him to support his conten¬ 
tion as to how it does vary. 

Trial Examiner: Objection overruled. 

By Mr. Dougherty: j 

i 

Q. This is all quibbling, 1 because Ave are talking about 
different things, but that is all I want established here, the 
two different things we are talking about. 

A. I would like to answer your question, Mr. Dougherty, 
after you give me the answer on how much Return a com¬ 
pany would earn if it sold no gas. 

Q. Well, it wouldn’t earn any, because we would be out 
of business, of course. 

A. There would be a tendency, in that case, for the varia¬ 
tion in sales to influence the Return earned. Certainly that, 
is obvious. 

[1372] Q. You wouldn’t have any gross revenue and you 
wouldn’t have any net, so you wouldn’t have earned any 
return. 

A. Exactly, and it is that simple point that 1 am testifying 
to. i 

Q. Now, the simple point ;I am asking you about, which I 
hope you want to testify to and not decline to testify to, is 
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this: Instead of assuming a variation down to zero, t am 
asking you to assume a variation of 2 billion cubic feet!, but 
no change in the investment for the year 1943. Would there 
or would there not be any deviation or change in the allowed 
Return for that year? 

Mr. Littman: I object to that question. 

Mr. Dougherty: With the same investment and the $ame 
rate. 

Trial Examiner: The objection is overruled. 

The Witness: I think you will have to ask Mr. Millir to 
answer that question. 

I 

I 

By Mr. Dougherty: 

Q. You say it is a mistake to assume that there ijs no 
change because of a change in the quantity of gas sold?| 

A. It is a bad mistake to assume that a company’s earned 
Return will not vary as its sales vary. 

Q. Will it vary if there is no change in the net investment ! 

A. What causes variations in the Return earned ar|e an 
[1373] indefinite unmber of things, perhaps. 

Q. I am talking now about the allowed Return, not 
earned Return. We are not at difference on the question of 
the earned Return in past years that the company has njade, 
or in future years. I am trying to find out with respcfct to 
your opinion, which you have expressed, that the Rqturn 
does vary, whether you are applying that same opinion to 
an allowed Return when there is no change in the net invest¬ 
ment ? 

A. I can’t answer the question because I don’t understand 
it. 

Q. 1 will try to state it more simply. If, in the year }943, 
when there was an allow T ed Return of $891,320, there j had 
been a variation in the quantities of gas sold, but there! had 
not been any such variation as to change in the property 
account or change in the net investment, would you, in j'our 
opinion, say that a different amount of allowed Return 
should be considered for the year 1943 ? 

Mr. Littman: I object to that question. 

Trial Examiner: It seems to me we are getting right hack 
to where we were a while ago. You are asking this witness 
for some conclusion the Commission itself must nlake. 
His testimonv must be confined, it seems to me, toi his 


I 
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knowledge and experience witli earnings of these various 
companies, and while it is true he undertook to use the words 
“ Return” and ‘ ‘ Earnings * ’, I believe, both synonymously, 
it seems to me that he must;have been talking about Return 
[1374] as Earnings previously earned by companies, rather 
than a prognostication of what may be earned in the future, 
particularly when you have to take into account what this 
Commission may do. 

Mr. Dougherty: Well, that is what I have been trying 
to find out. 

Trial Examiner: 1 think that is true, 1 believe you have, 
but it seems to me that it!could be done a little bit more 
directly. j 

Mr. Dougherty: I asked him that with respect to all of 
the Xet Operating Revenues of this company for the years 
in question, and he said that that is what he was talking 
about. Now I am trying to find out whether, when he ex¬ 
pressed this opinion, he was talking about the Allowed 
Return, which may or may not be synonymous with Earn¬ 
ings. 

Trial Examiner: Had you asked him that question? 

Mr. Dougherty: Yes. i 

Mr. Littman: Of course, the words Allowed Return are 
misleading. It is a synthetic term, because actually the 
Commission here is not fixing a 6VL» percent rate of return 
on the entire property, it is fixing a G 1 /^ percent rate of 
return on that portion of the rate base devoted to the 
regulated business. They are able to earn and are per¬ 
mitted to earn everything they can earn on their unregulated 
sales, which constitute flic great majority of the sales of 
[1375] this enterprise. So there is no such thing as a fixed, 
allowed, over-all return. 

Trial Examiner: What vte are trying to find out is what 
this witness meant when lie used the word “Return.” 

Mr. Littman: I think heihas explained it so many times 
now that it is not necessary to pursue the matter any 
further. I am perfectly willing to defer to the wishes of 
the Trial Examiner. 

Mr. Dougherty: If it is your understanding, Mr. Littman, 
that the witness has said that in answering your question 
he did not refer to Allowed Return, that is all I am trying 
to show, the difference between what he was talking about 
and the item Mr. Miller was taking about. 


f 
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Mr. Littman: I think the record speaks for itself as to 
what this witness meant. 

Mr. Dougherty: May I have an answer to that? It, 
seems to me that it is clear, Mr. Examiner. It is just a 
question of whether his opinion as expressed in response 
to certain questions about an item of Return included 
in Exhibit 57 was limited to, as he answered, earniijgs 
and return, and the earned return in certain years in tjlie 
past; or whether he also means to include an allowed return 
as put in this cost exhibit. 

Trial Examiner: You may ask him that question. 

Bv Mr. Dougherty: 

% * ! 

Q. That is the question. 

A. I would certainly like to try to clear it up. Tjlie 
[1376] Allowed Return and Return Earned or Earnidgs 
are not the same thing, as 1 understand your use of t!lie 
words “Allowed Return.” Allowed Return, as you halve 
been using that expression, is the equivalent of the fair 
return allowed, or the fair rate of return times the rite 
base, let us sav. 

Now, it has been my testimony that the Return Earned 
varies with volumes of sales, but since the Return Earned 
is different from the Return Allowed, it does not follow’ 
that the Return Allowed does not vary w’ith sales of gas. 
There is some tendency, I would say,—probably not as 
great, not nearly as great,—for the Return Allowed to 
fluctuate with volumes of sales. 

Q. Your answer is that you do say that the Allow 
Return does fluctuate with the volume of sales? 

A. There is a tendency in that direction. 

Q. Well, is that tendency encountered so long as you do 
not have a change in the net investment for that particular 
year? 

A. Well, the tendency remains. Probably the figures 
would not be affected by a very small fractional change. 

Trial Examiner: Does the tendency exist to the extent 
that the increase in volume of sales may necessitate Jm 
increase in investment, is that w’hat you mean? 

The Witness: The change in volume of sales is frequently 
accompanied by a change in investment. 

[1377] Trial Examiner: I understand that. 
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By Mr. Dougherty:; 

Q. What I am trying to find out is: Is it not necessary 
that there be such a change in investment before you get 
this change in the allowed,return for any particular year? 

A. Certainly it is. 

Q. That is all I have been trying to find out. 

Mr. Dougherty: That ij> all. 

Redirect examination. 

Bv Mr. Littman: 

m 

Q. In connection with the latter inquiry, you understood, 
did you not, Mr. Joseph, when you gave certain responses 
to Mr. Dougherty’s questions, that by “Allowed Return” 
was meant the 6% percent on the entire net investment 
of this company? j 

A. That is the way I understood he was using the term. 

Q. And you understand that a very large portion of the 
investment of his company is devoted to making sales 
directly to customers, such sales being those over which 
the Commission has no jurisdiction—did you understand 
that? 

A. Yes, I understand that. 

Q. Well, did you also understand, in answering those 
questions, that while the so-called Allowed Return is used 
in making the allocation, that as a matter of fact the 
company is permitted to earn all it can earn without 
regulation, on its direct sales to customers—did you under¬ 
stand that? 

[1378] A. The sales not subject to the jurisdiction of 
the Commission are not being regulated, that is my under¬ 
standing. 

Q. Now, what is the fact as to whether or not such 
earnings on such unregulated direct sales wdll vary up 
and down pretty much proportionately with the volume 
of gas sold? 

A. The tendency would be the same as I described with 
respect to the Return. The tendency would be for the 
earnings and return to vary -with the volumes of gas sold. 

Q. Early in your cross-examination, Mr. Joseph, I be¬ 
lieve you misspoke yourself and referred to a 2*4 percent 
interest rate on bonds of the Mississippi River Fuel Cor¬ 
poration, instead of 2M> percent. Wliat is the fact? 
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A. The notes of 'Mississippi River Fuel Corporation 
presently outstanding bear interest at 2V 2 percent, as jis 
shown on page 110 of this Exhibit 59. 

Q. So that you did misspeak yourself when you said 
214 percent? 

A. If I said 214,1 was in error. 

Q. Mr. Dougherty directed some questions to you con¬ 
cerning the basis of your selection of the 43 natural g^s 
companies shown in Exhibit 59, commencing on page 7;8. 
Are you prepared at this time to state the precise basqs 
for the selection of those companies? 

A. Yes, I am. 

Q. Will you do it, please? 

[1379] A. In preparing this list, an attempt is made to 
include all natural gas companies which had the following 
characteristics: 

j 

1. Companies engaged in the production and transmission 
of natural gas and sales thereof at wholesale and to main¬ 
line industrial customers. 

2. Companies engaged in the transmission of natural 
gas and sales thereof at wholesale, and to main-line indus¬ 
trial customers. 

3. Companies so engaged which had operating revenues 
of 2!4 million dollars or more. 

l 

I might add that I note that in the rate of return exhibit 
which Mr. Charles W. Knapp, Jr., submitted in the Canadian 
River case, Docket G-124, he had selected 25 natural 
gas companies which fitted these classifications. My li^t 
has been increased to 43. So that the questions that Mir. 
Dougherty put with respect to increasing or decreasing the 
list are apparent from the change in the number of com¬ 
panies. 

Q. During cross-examination, Mr. Dougherty asked yqu 
some questions about the Consolidated Gas Utilities, whicjh 
had a rather high earnings-price ratio on its common stocjk 
—I believe it was something like 29 percent. I believe yqu 
stated that you had made some investigation as to th^t 
company’s situation in so far as it would be reflected ijn 
the earnings-price ratio. Are you prepared at this tin|e 
[1380] to state the facts that were revealed by your in¬ 
vestigation? 
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A. Well, what I attempted to investigate, Mr. Littman, 
were the possible reasons |why the stock of a natural gas 
company- 

Q. (Interposing:) The Consolidated Gas Utilities Cor¬ 
poration? i 

A. Yes. (Continuing:) ^would sell at an earnings-price, 
an indicated earnings-price ratio of 29 percent; and I find, 
on investigation, that, as I tried to explain before, there 
are a number of things about this company that the in¬ 
vestor would be very wary of. I understand that the com¬ 
pany has some difficulty with respect to its supply of gas; 
and that there is currently pending before this Commis¬ 
sion some application by that company in that connection, 
for the increase of the supply of its gas. 

Q. The Consolidated Gas Utilities Corporation secures 
its supply from the Wheeler end of the Panhandle Field, 
does it not, or don’t you know? 

A. I don’t know that. 

Q. Do you know that the application pending before 
this Commission is for the! purpose of securing a new sup¬ 
ply in the Hugoton Gas Field; do you know that? 

A. I knew it was in connection with a supply of natural 
gas. 

And there are other factors that are probably influenc- 
[1381] ing the investor to discount these earnings quite 
seriouslv. 

Q. Had you finished? ; 

A. Yes, I thought so, unless you want me to attempt to 
enumerate what other factors, in addition to that one- 

Q. (Interposing:) Couldjyou mention those briefly? 

A. Well, the companycosts apparently are increas¬ 
ing. While sales are also, increasing, its net income is re¬ 
ceding. 

Q. Are there any other items that come to your mind? 

A. The company recently renegotiated a contract with 
the Southwestern Light & Power Company at lower rates 
than were theretofore in effect. That is a sales contract. 

The company has not paid dividends until this year, and 
for the first time it paid a;t 10-cent dividend in 1944. 

Q. Have you completed; vour answer? 

A. I think so. 1 

• •••••• 
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[1383] Charles J. Shuttleworth a witness, having tjeen 
previously duly sworn, resumed the stand and was examined 
and testified further as follows: 

Cross-examination. 

By Mr. Littman: 

. Q. I would like to take up your Exhibit No. 46. Will you 
turn to Schedule B of that exhibit, which shows your calcu¬ 
lation of working capital based on 1943 expenditures'? 

Is it correct to say, Mr. Shuttleworth, that most of your 
gas sales contracts specify that payments shall be made 
not later than the 20th day of each month for all gas de¬ 
livered during the preceding month? 

A. I think that is true for all contracts, I believe, all ^as 
purchase contracts. 

Q. I meant to confine my question to gas sales contracts. 

A. Our gas sales ? 

Q. Yes. 

A. The payments come on the 20th to us, that is not true. 
I think only those to utilities for resale, I believe, are that 
[1384] way. The majority of them, I think, are earlier 
than that. 

Q. I think that is generally right. Some of your cjus- 
tomers are required by their contracts with you to pay ^iot. 
later than the 20th of each month for all gas delivered djur- 
ing the preceding month? 

A. That is correct. 

Q. Most of those are resale customers, wholesale cus¬ 
tomers, is that right? 

A. And some of the others, but I do not think all. 

Q. Yes. 

As you have indicated, certain contracts specify that pay¬ 
ment shall be made to your company by the 10th of the 
month for gas delivered during the preceding month? i 

A. I am sure that is true, but as to the number or amohnt 
of those, I do not have any information here that woiild 
let me know that. 

Q. Do you have a copy of Exhibit 16 before you? 

A. I do not. I only have, I think, those exhibits tlliat. 
I myself have introduced. 

Q. And also Exhibit 15. 

* I 
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Well, Exhibit 16 was offered by Mr. Davison, your sales 
engineer, and it is a contract entered into August 1, 1942, 
between Mississippi River Fuel Corporation and the Scullin 
Steel Company. I believe you now have a copy before you? 
[1385] A. That is right. 

Q. This is simply a photostatic copy of that agreement, 
is it not? 

A. That is right. 

Q. If you will refer to the second paragraph of Article X, 
you will find there that payment is provided to be made on 
or before the 10th of each month for all gas delivered dur¬ 
ing the preceding calendar month. Do you find that? 

A. That is right. 

Q. I refer you to Exhibit 9, Schedule 6, copy of which 
I will hand you for convenience. 

Will you state what the total payments were by Scullin 
Steel to your company for gas delivered for 1942? 

A. I cannot be sure from this schedule, since this is a 
calculated revenue based on what the revenues would be if 
certain volumes had been sold at certain prices in another 
year. That is not the revenue received but a calculated 
revenue. 

Q. What is the figure shown there as the calculated reve¬ 
nue for that year? 

A. It is the total of these. 

Q. Approximated? 

A. $513,000. 

Q. What is the calculated revenue in 1943 from gas sold 
to Scullin Steel? 

[1386] A. I will have to find that. That is not in this. 

Q. Just a minute, please. < Will you please refer to sheet 3 
of schedule 6 of Exhibit No. 9. There is shown on that page 
gas sales direct by consumers and adjusted gas service 
revenues based on 1942 delivered volumes and effective 
rates as of December 31,1943. 

I note from that sheet that the calculated revenues 
through Scullin Steel Company are $327,046 at one delivery 
point; $175,479 at the open-hearth and boilers; and $111,484 
to the Scullin Steel rolling mill. Do you find those items 
there? 

A. That is correct. 

Q. The total of those is $614,000, approximately, is that 
right? i 

A. That is approximate. 
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Q. Would that^be the approximate amount of revenue 
for gas sold in 1943 to the Scullin Steel Company? 

A. Well, I am not certain about that. 

Q. They have not had any change in rate in 1943, Jiave 
they? 

A. I do not know that. I do not think they have. That 
would be approximately the amount. 

Q. Will you please look at Exhibit No. 15, page 10, a (jopv 
of which I will hand you, and state what the payment date 
is for that company for gas delivered in the preceding 
[1387] month? 

A. This is the Granite City Steel contract and it provides, 
in Article IX, that “payments shall be made on or before 
the 10th day of each month for all gas delivered during the 
preceding calendar month provided bill for same has teen 
presented to the purchaser on or before the 5th dat of 
each month.” 

Q. Referring again to Exhibit 9, schedule 6, sheet 1, it is 
there shown that the gas sales to that customer and ad¬ 
justed gas service revenues based on 1942 delivery voluknes 
and effective rates as of December 31, 1943, was $337;855 
and $269,964, a total of $607,819. 

A. That is the figure showrn here. I do not know what 
the sales were in 1943 because this is 1942 volumes at l}943 
rates which is not any amount of money which we ever 
received. 

Q. You now there have not been any changes in rates f 

A. There has not been anv change in rates but there may 
have been a very large change in volume. I do not know. 

Q. The revenues collected from those two companies in 
1943 exceeded the revenues which I have read for 1942, did 
they not? 

A. I could not tell you that. 

Q. Do you have a record here that will show that? 

A. I am going to look. I did not break the sales down in 
any of my exhibits. I do not have a financial statement 
[1388] with me. 

Mr. Dougherty: I have a copy. 

(A document was handed the witness.) 

The Witness: That is what I want. 

The total revenues received from the Scullin Steel Com¬ 
pany in the year 1943 were $602,592; from the Granite City 
Steel Company in the same year the revenues were $645,815. 

I 
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i 
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Bv Mr. Littman: 

* 

Q. That is a total of $1,248,407, isn’t it? 

A. That is right. 

Q. Arc you able to state offhand what other large cus¬ 
tomers are required by contract to pay their bills for gas 
delivered bv vou to them on or before the 10th of the month? 

A. I am not, from any information I have here. 

Q. You did not investigate that in making your study of 
cash working capital? 

A. I did not. 

Q. Mr. Shuttleworth, you do know, however, just from 
memorv and generallv that there are other customers, that 
is, customers other than the Scullin Steel and Granite City 
Steel who are required by cpntract to pay on or before the 
10th of the month? 

A. I do know that there are some others, but I cannot 
name which ones. 

Q. Referring now to Exhibit 46, Schedule B, you show 
[1389] your cash operating expenses for the year 1943 to 
be $1,441,277. Is that correct? 

A. That is correct. 

Q. Those are the operating expenses after deducting gas 
purchased as actually paid, fuel oil expense incurred by the 
company and severance and gathering taxes as actually 
paid, is that right? 

A. That is correct. 

Q. My attention has been called to a contract between 
your company and the Alpha Portland Cement Company 
dated September 30, 1930, which provides, in Article VIII: 

“Payment shall be made on or before the 10th day of 
each month for all gas delivered during the previous cal¬ 
endar month.” 

I hand you a copy of that contract to refresh your recol¬ 
lection. 

Will you please refer to your 1943 financial statement, 
Mr. Shuttleworth, and state the annual revenues derived 
from the sales to that customer? 

A. In the year 1943, the revenues derived from the Alpha 
Portland Cement Company were $45,128. 

Q. Adding that to the previous total of 1943 revenues 
from Scullin Steel and Granite City brings the total 1943 
revenue to $1,293,535, according to my arithmetic. 



You stated a minute ago, did you not, that your cash 
[1390] operating expenses for the year 1943 were $l,4kl,- 
277, did you not, as computed by you in schedule B of 
Exhibit 4*6? 

A. Yes. That is not cash operating expenses. That is 
expenses after the deduction of certain payments. 

Q. Yes, as shown there in the exhibit? 

A. That is correct. 

Q. But you use that as the base on which to calculate 
the actual cash working capital required? 

A. That is correct. 

Q. And you take 45/360th of that figure to arrive at $180,- 
160, do you not? 

A. That is correct. ; 

Q. And that represents a 45-day period or lag, doei it 
not? 

A. That is correct. 

Q. It is clear, is it not, from the testimony which you 
have given thus far that the total revenues derived frbm 
these three sales to Scullin Steel, Granite City Steel and 
Alpha Portland Cement in 1943 were $1,293,000-odd, 
whereas your total cash operating expense requirement 
for 1943 after these deductions that you have mentioned 
is not much larger but only $1,441,277, isn’t that right? 

A. On the contrary, Mr. Littman. It is very milch 
larger. If it were not for the fact that some of these com¬ 
panies paid their gas bills on the 10th or the 12th or the 
[1391] 15th, we would not have money enough to pay i'oi* 
the gas purchased because our contractual arrangements 
with the companies for resale do not get us that money 
until the 20th of the month. 

So when you take our cash requirements, you must also 
add to that $1,441,000 the $3,548,000 of gas purchased, j 

Q. When are you required to pay for the gas whijch 
you purchase? 

A. The checks must be in their hands bv the 20th dav 

v v * 

of the month. 

Q. For the gas purchased by you in the preceding month? 

A. That is correct. 

Q. So that you start buying gas on the first of the month 
and you keep buying gas all through the month down to tne 
end of the month and you do not pay for any of it unjtil 
the 20th of the next month, do you? 
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A. That is correct. 

Q. And as you have stated, most of your gas sales con¬ 
tracts specify that payments shall be made not later than 
the 20th of each month for all gas delivered during the 
preceding month, isn’t that right? 

A. That is correct. 

Q. So you do not have to have any cash working capital 
for gas purchased, do you? 

A. Yes, sir. 

[1392] Q. Why? 

A. Because w r e have to mail those checks two or three 
davs before the 20th and we do not necessarilv get anv 
other money until the 20th.; If the bank would carry our 
overdrafts every month, why, we would not need working 
capital. 

Q. On what day do you mail out those checks for the 
gas which you purchase? 

A. On the 17th. 

Q. What does the contract provide as to payment ? 

A. That they shall be paid on or before the 20th. 

Q. How much approximately do you pay per year for 
gas which you buy? ; 

A. $3,548,914. * 

Q. How much revenue per year do you collect? 

A. I think the figure is $9,407,910. 

Q. Three times as much? 

A. That is correct. 

Q. And you yet mean to say that notwithstanding the 
fact that you collected $3 by the 20th of the month for every 
dollar that you have to mail out of your office by the 17th, 
you still have got to have some cash working capital in 
addition to that to take care of the three-days’ lag that you 
mentioned for gas purchased. Is that your testimony? 

A. That is correct. 

Q. You mean that is your testimony? 

[1393] A. That is my testimony. 

Q. But have you made a detailed study of these lags? 

A. I checked for the year 1943, the receipts and disburse¬ 
ments. I find that there is a period in every month where 
our actual cash, if we do not take into consideration anv 
cash that might have come from the earnings in some pre¬ 
vious month, is barely enough to pay our bills, and were it 
not for money that we had in the bank from previous months, 
we could not make it. 



Q. That might be because you paid some amortization <fn 
your bonds, might it not? That might be one of the results 
of such a situation, isn’t that right? 

A. We pay that, naturally, when we get in money. If we 
earn money, we pay it out in amortization and we also 
occasionally declare a dividend. We do not hold it for 
working capital. 

Q. Are you including in your working capital allowance 
money required to retire your bonds and to pay your divi¬ 
dends ? 

Is that included in here ? 

A. No, you do not see that. 

Q. That is the kind of study you said you made in ordler 
to determine what the facts were, isn’t it? 

A. I determined how much cash we had to have to mdet 
payrolls, to pay — gas purchased, to make all sorts of pay- 
[1394] ments that the company makes and I find thatj a 
certain amount of working capital is necessary. 

Q. What I am trying to find out is this: Is this the stu^ly 
you made that appears in schedule B, or was it some otli^r 
study? 

A. Another study. I checked the whole year to compare 
with the figures that are in Exhibit 3, page 43 and I find—i— 


Mr. Dougherty (Interposing:) Wait a minute, 
is no such page number. 

The Witness: Exhibit 1, page 43. 


Thei*e 


By Mr. Littman: 

Q. Let’s see what kind of a study you made. Are y<j)u 
able to state how much money comes into your tills by tjie 
10th of the month from customers who are required to pay 
their bills by the 10th of the month ? Do you know that ? 

It is obvious you do not, because you said- 

A. (Interposing) No, I do not. 

Q. You do not even know how many such customers there 
are, do you ? 

A. I do not. 

Q. And it follows you do not know how much money yiu 
take in by the 20th of the month, because you do not kndw 
how many customers are required to pay by that date ? 

A. No, but I am perfectly familiar with the cash balances, 
and it is easy to determine by the cash balances, de- 
[1395] ducting the cash balance at the beginning of the 
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previous month to find out how much cash has come in and 
how much has been paid out at any date in the month. 

Q. Paid out for what? 

A. For all purposes. 

Q. All purposes? 

A. That is true. 

Q. That would include not only operating expenses, which 
is the thing we are talking about now, but it would also in¬ 
clude payments for dividends, wouldn’t it? 

A. Only once or twice a year, at the most. 

Q. Whenever they are made, it would include them, would 
it not? 

A. That is correct. 

Q. It would include cash paid out for amortization of your 
bonded or long-term indebtedness, wouldn’t it? 

A. It would wherever that occurred; that is, four times a 
year, but I am not particularly taking into consideration 
those. I am talking about operating expenses exclusive of 
such payments on debt and dividends. 

Q. It would also include all payments made for new con¬ 
struction, wouldn’t it? The so-called study you keep talk¬ 
ing about from time to time which simply consists of looking 
at how much cash you have on hand after you pay out cash 
for all purposes would also include the cost of construc- 
[1396] tion during the year, wouldn’t it? 

A. That was eliminated when I did this. 

Q. When you did this ? 

But we are talking about another so-called study you have 
not presented. That study, in so far as you made it, in¬ 
cludes payments paid out of your cash box for new construc¬ 
tion, doesn’t it? 

A. Yes, it does. 

Q. And in so far as it includes cash taken in, it would 
include cash taken in from the sale of securities, if any, 
during a given year or month ? 

A. There has not been any. 

Q. What? 

A. There has not been any. 

Q. Just what would that kind of a study which you have 
just talked about, which is not reflected in Exhibit 46, just 
what would that have to do with the determining of a proper 
working capital allowance for rate-making purposes ? 

A. None whatever. 
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Q. Fine. That just eliminates that much. 

A. I did it purely to check the one on page 43. 

Q. In order to check Mr. Blease’s exhibit? 

A. That is right, and I found out- 

Q. (Interposing:) Did you satisfy yourself that jMr. 
Blease was right? 

[1397] A. This is exactly correct, and had it not beeii in 
this particular month that two or three of the resale cus¬ 
tomers who are supposed to pay on the 20tli of the month 
paid early, there would be a time when this cash balance 
would be dangerously low. 

Q. And that cash balance does not have a thing tol do 
with working capital, does it? 

A. I mean in this working capital in Mr. Blease’s exhibit, 
the balance of cash on hand in the last column is increased 
tremendously by the fact that the Laclede Gas Company, I 
believe, was one which paid their bill about the 10th or 13th 
of the month instead of the 20th, that particular month. 

Q. When you said “This is right,” you put your finger on 
some paper up on the desk. Were you talking about Mr. 
Blease’s exhibit? 

A. I stated the statement on page 43. That is Mr. Blease’s 
exhibit, Exhibit No. 1. 

Q. The fact remains that, according to your schedul|e B 
of Exhibit 46, which is the only working capital study that 
you are submitting in this case, your total operating' ex¬ 
penses after the deductions shown are $1,441,277, whereas 
the receipts from these three companies which I have npen- 
tioned, Scullin Steel, Granite City Steel and Alpha Portland 
Cement, which amounts are paid before the 10th, or be¬ 
fore the 10th of the month, aggregate $1,293,000 and sojmc- 
[1398] odd dollars, isn’t that right? 

A. Well, you have made a statement and a question. 

Q. Is that a fact, or isn’t it, then, if you want to ex¬ 
plain it? 

A. That is not a fact. 

Q. You mean I have the wrong figures? 

A. Yes, the operating expenses against which That 
$1,293,000 apply is $5,184,000. 

Q. I am not applying it to anything yet. 

A. Well, you said it was almost as great as the operating 
expenses. 

Q. Isn’t it? 


i 
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A. Using $1,441,000 as the operating expenses. 

Q. Maybe I had better simplify it for you. 

Isn’t it a fact that $1,248,000 is within approximately 
$20,000 of $1,441,000? Maybe you won’t quarrel with that. 

A. I will quarrel with it. It is $120,000. 

Q. You do not have any quarrel with the fact that the 
$1,293,000 is received actually by the company in its till not 
later than the 10th of the month from just these three cus¬ 
tomers alone. Is that a fact, or isn’t it? 

A. Well, some one-twelfth of that is received, I suppose, 
every month. It is not at exactly one-t'welftli, but that 
amount of money is not received on the 10th of any month. 

Q. Over the year, of course, it is, isn’t it? 

[1399] A. Yes, on twelve 10th’s of the month. 

Q. In order to avoid any quibbling, assuming that your 
annual operating expenses which require cash working cap¬ 
ital after these deductions which you have made amount to 
$1,441,000, it is true that the collections from these three 
customers alone w’ould almost take care of that, isn’t that 
right, under that assumption? 

A. That also makes the assumption that that $1,293,000 
is available for application against that $1,441,000 and, of 
course, it is not. 

Q. Well, now, assuming that it is available, what would 
your answer be? 

A. My answer would be, with the reservation- 

Q. (Interposing:) Would be what with the reservation? 
You have not given an answer yet. 

A. I am willing, Mr. Littman, to make any assumption 
that vou choose but I want the record to show that the as- 
sumption has no relation whatever to fact so, with that 
reservation, I will say that is correct. 

Q. You do not know the fabts because, as you have stated 
a moment ago, you did not investigate the facts? 

A. Oh, yes, I did. 

Q. Did you or did you not investigate- 

A. (Interposing:) I know. 

Q. Just a minute. I have not asked you the question. 
[1400] I know you want to disagree with me before I ask 
it but just wait a minute. 

Did you investigate when cash is received by your com¬ 
pany from the various interruptible customers? 

A. Not with particular respect to which customer but on 
the dates certain amounts Were received and on the dates 
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that certain amounts for expenses were paid, for operating 
expenses were paid. I did not make any distinction as io 
whether this customer whose bill was due on the 10th of the 
month did not pay until the 11th. I merely saw that tljie 
gross receipts on that day were so much and the gross ex¬ 
penditures for operating expenses were so much. 

Q. Suppose you tell us what the gross receipts are on tlie 
10th of the month. You do not even know that? 

A. I do not. 

Q. And you never looked it up, did you ? 

A. I did. 

Q. You say you did? 

A. Oh, certainly I did. I had a study prepared of thaf;. 
I do not have that working paper with me. 

Q. Where is it? 

A. It is in St. Louis. 

Q. You mean to say you came here for cross-exminatioh 
on this exhibit and left your working papers home? Is 
that what you mean to say? 

[1401] A. I was not aware that that question would aris^j 
at all. I have not presented any study of that in my exhibits 
and I merely used it to check Mr. Blease’s exhibit No. 
page 43. 

Q. Did you make such a study for the purpose of com¬ 
paring schedule B of Exhibit 46? 

A. I did not. 

Q. It did not have anything to do with the preparation 
of that schedule, did it? 

A. It did not. 

That was approached from an entirely different stands 
point. It is approached by exactly the same method thajt 
is used by Mr. Blease on page 42 of Exhibit 1. 

Q. Are you prepared to state, -without going back to Sfi 
Louis to find out, how much cash you received from you^ 
customers on the 20th of the month? 

A. Well, that varies very considerably between winter 
and summer. 

Q. You are not prepared to tell us either about winter oij 
summer, are you? 

A. I would say that by the 10th of any month in the sum-j 
mertime we would have received between $200,000 and 
$225,000 and by a similar date in January we w’ould have 
received in the neighborhood of $400,000, more or less. 

Q. On what date? 
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[1402] A. On the 10th of the month. 

Q. Is that just your general recollection, or do you have 
any specific figures on that? 

A. I make up every month an estimate as to the dates on 
which we will receive these, collections. 

Q. I want to eliminate some of these items that you keep 
talking about from time to time. 

You have stated that your total operating expenses, as 
shown in schedule B of Exhibit No. 46, including gas pur¬ 
chased, fuel oil expense and severance and gathering taxes 
amount to $5,184,000 for the year 1943. Is that right? 

A. That is correct. 

Q. I believe vou also stated that vou collect all of your 
revenues not later than the 20th of the month, is that right? 

A. No, that is not correct. We collect the majority of our 
revenues by the 20th but there is a portion of about one- 
sixth of the total revenues that comes in after the 20th. As 
a matter of fact, I happen to know that for the sales for the 
month of June we received on the last dav of the month 
one payment of twenty-odd thousand dollars. 

Q. And, of course, you are getting a large proportion 
of it in by the 10th, aren’t vou? 

A. I would say at least five-sixths of it. 

Q. By the lOtli ? 

[1403] ' A. No, by the 20th. 

Q. And certainly you get in enough by the 10th to offset 
the sums that you take in after the 20th, don’t you? 

A. That is correct. 

Q. So that for all intents and purposes we can say that 

vour revenues all come in about the 20tli of the month for 
• 

all practical purposes? 

A. If you mean that they average in by the 20th, I sup¬ 
pose that is what you mean ? 

Q. Yes. Is that right? 

A. That is correct. 

Q. With your total revenues coming in over the year of 
approximately $9,000,000 by the average of the 20th of the 
month and your operating expenses, including cost of gas 
purchased, being $5,184,000, you have got a whale of a 
lot of additional working capital, haven’t you, over the 
period of a year? 

A. We have a good deal of money that has to be set aside 
for tax purposes and for other purposes that are not in¬ 
cluded in this $5,184,000. 


I 
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Q. Yes. Are you contending that the rate payer shoiuld 
pay a return on money set aside for that purpose? 

A. No, I am not. 

Q. What are you talking about? 

A. I am also contending that the money put into tax 
[1404] notes should not be used in working capital for 'the 
rate payer. 

Q. We have not gotten to that subject yet but, so far as 
schedule B is concerned, you are contending only for Itlie 
items there shown which do not include money set aside to 
pay taxes? 

A. That is correct. 

Q. You will not quarrel with the proposition that from 
the 1st of the preceding month, the day of the first delivery 
of gas by your company to the 10th of the next succeeding 
month is about 40 days. Can we agree on that? 

A. That is right. It would average about 40 days, that 
is right. 

Q. You do not pay all cash operating expenses for the 
month that gas is delivered on the first day of the morjth, 
do vou ? 

A. No. 

Q. What type of expense is incurred on the 1st of fhe 
month that would be paid before the 15tli? 

A. Pavrolls. 

* * 1 

Q. When are the first payrolls due in the month and paid? 

Do you pay weekly or biweekly or how? 

A. We pay part of the payroll monthly and part of the 
payroll biw’cekly. The only payroll that is paid monthly 
is the general office. All other payrolls are paid every two 
weeks. 

Q. So that your first payroll comes due on the 15th of 
[1405] the month that is looking ahead from the 1st? 

A. Starting from the 1st of June, the first payroll becomes 
due on the loth'of June. 

Q. And then your office payroll, as you stated, comes due 
at the end of the month? 

A. That is right, the 30th day of the month. 

Q. So what is the fact with respect to supplies, purchases 
of supplies? 

A. We try to have those bills out by the 10th of tfie 
month except for those bills that have cash discounts whiih, 
of course, are paid immediately. 
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Q. And that is the 10th of the following month after 
delivery, isn’t it? ; 

A. Most of them. We have some like that. I think the 
majority of them are ten days. 

Q. So you get a ten-day break, if you want to call it that, 
on materials and supplies? 

A. All bills that would go in the June business would 
have to be paid by the 10th of July. 

Q. Would it be fair to say that the average for the 
month for meeting your cash expenses would be at least the 
15th of the month and probably later than the 15th ? 

A. You mean taking the month starting June 1? 

Q. Yes. 

A. It would be the 15th of June. I would sav it would 

V 

[1406] be later than that. My guess is it would be the 25th 
of the month. 

Q. What? 

A. 25th of the month would be about the average. 

Q. Even if your revenues are not all collected before the 
20th, the lag would be about 25 days, wouldn’t it? 

A. That is correct. j 

Q. Using the actual lag of 25 days instead of the lag 
which you used of 45 days in Exhibit- 

A. (Interposing:) What are you going to do the first 
25 days? 

Q. Just a minute, I have not finished the question—I 
will withdraw the question. 

You added $200,000 to repair breaks and flood damage to 
the line, did you not, as shown in schedule B of Exhibit 46? 

A. That is correct. 

Q. You had such a break in the past, didn’t you, I think 
within recent months? 

A. We had one in the spring of 1942. We had one in 
the spring of 1943 and we were pretty badly scared in the 
spring of 1944. 

Q. But the scare did not produce any breaks? 

A. No, it washed out a lot of bank, but the line held. 

. 1 

Q. Which was the big break, the one that cost you 
something like $194,000 to repair? Which was that, the 
[1407] spring of 1942 or the spring of 1943? 

A. That was the spring of 1943. The break in the spring 
of 1942 did not cost so much. 

Q. What was the cost of the break in the spring of 1942? 



A. It was something over a hundred thousand dollars. 
Not all of the lines went out at that time. I believe only- 
three lines out of six went out and, in 1943, there were six 
out of eight went out. 

Q. The 1943 break cost the company $194,486 to repair, 
as shown in schedule 4 of Exhibit 3 on page 10. Wasn’t 
that the item entitled “Construction of Six 10-inch lines 
from point in Arkansas River to new header on north ^ide 
of Arkansas River”? 

A. I might state that that $194,000 is the amount tjliat 
stood in construction work in progress on December 31, 
1943. The total cost of that work was something qver 
$400,000. 

Q. That entire amount that you speak of, $400,000, jhas 
been capitalized, hasn’t it? 

A. No. 

Q. How was it charged on the books of the company ? 

A. There was fiftv or sixtv thousand dollars charged to 
expense. The remainder was capitalized. 

Q. In what year? 

A. In the year of 1943. 

Q. And the rest of it was charged to capital? 

[1408] A. That is right. 

Q. Let’s look at the break that occurred in the spring 
of 1942. You spoke of something like one hundred thou¬ 
sand dollars to repair that break. Will you state how much 
of that was capitalized and how r much of that was charged 
to expense? 

A. I think there was twenty or twenty-five thousand dol¬ 
lars charged to expense and the remainder was capitalized. 

Q. In so far as you have charged it— 

What was it, $50,000 charged to expense in 1943? 

A. Approximately. 

Q. That is already included in your cash working capital 
allowance, schedule B of Exhibit 46, isn’t it? 

A. That would be right. That is in that $1,441,2771 

Mr. Littman: Will you kindly give me that answer agajin, 
please? 

(Thereupon, the last answer of the witness was read bv 
the reporter.) 
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Bv Mr. Littman: 

V 

! 

Q. And the rest of it, to-wit, approximately $350,000, was 
all capitalized and is included in the rate base of this case, 
isn’t it? 

A. That is correct. 

Q. And 6 M 2 per cent rate of return is being claimed 
upon that amount as a part of the rate base by your com- 
[1409] panv and is, in fact, included in all of the computa¬ 
tions submitted by the staff, isn’t it? 

A. On the contrary. No part of the money that was spent 
in 1942 and 1943 is included in the $200,000 on schedule 
B of Exhibit 47. 

Q. I did not ask you that, Mr. Shuttleworth. I think 
we can save a little time if I ask you whether or not the 
$350,000 which was capitalized because of the line break 
in 1943,1 am asking you whether or not that amount is not 
included in the rate base of this proceeding, both from your 
point of view and our point of view. 

A. That is correct. 

Q. And, of course, the return has been calculated in all 
these exhibits as submitted both by you and by the Com¬ 
mission staff? 

A. That is correct. 

Q. The same is true of such portion of the 1942 line break 
that was capitalized, isn’t that right? 

A. That is correct. 

Q. How many times do you want to get that thing in a rate 
base, Mr. Shuttleworth? 

A. Once. 

Q. You have it in once already. Do you want it in again ? 

A. No, I am not asking for it again. 

[1410] Q. What? 

A. I am not asking for it again. I am asking for the one 
that will occur in 1945 or 1946. 

Q. You want that before it occurs? 

A. I want the money on hand so that whenever these 
breaks occur, as they do frequently, we will have the money 
to repair them. 

Q. In other words, you want to start collecting a return 
on the next line break before it occurs and when it occurs 
you want to capitalize it then, is that the sum and substance 
of it? 



A- We have to keep this money on hand someway and we 
think it should be in the working capital. 

Q. Suppose you answer my question. Will you please 
listen carefully to it? 

I 

(Thereupon, the last question, as recorded beginning at 
line 8 of this page, was read by the reporter.) 

The Witness: Well, that is not exactly the way I wquld 
put it, Mr. Littman. 

By Mr. Littman: 

Q. Isn’t it substantially correct? 

A. Substantially, that is correct. 

Q. You say you have to have, as a matter of practice 
in business operation, $200,000 on hand to meet this hext 
line break, is that correct? 

[1411] A. Some such sum. We are using $200,000 <jis a 
fair amount. 

Q. Have you advised the company to keep such suiji of 

monev at hand at all times? 

* 

A. We endeavor to. 

Q. Do you? 

A. There possibly have been times when we have jmet 
unusual expenses, such as a line break and we have notlhad 
it at the end of that time, but we do try to get that lhucli 
money and keep it on hand. 

Q. Have you advised the company to earmark $200,000 
for this purpose and keep it on hand all the time? 

A. I do not believe it is particularly earmarked ini any 
of our statements or anything like that, nor is it in anv iwav 
funded, but the amount of money is there. 

Q. Have you recommended to your company that it ]veep 
$200,000 on hand at all times for such purpose? 

A. I have not had to recommend it to my company) It 
has been practically recommended to me. 

Q. Who recommended it to you? 

A. Mr. Comfort has mentioned that fact a good n^any 
times. 

Q. He mentioned it—but did he give you specific instruc¬ 
tions to keep $200,000 of cash on hand at all timep to 
repair line breaks? 

A. Mr. Littman, you mistake my powers and duties in) our 
[1412] company. 

34—9181 
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c Mr. Comfort would make suck a recommendation to the 
Board of Directors and I would be informed of it or the 
Board of Directors are the one that would pay out this 
money so that we would not have $200,000. I am not em¬ 
powered to disburse this money to the extent that vre get 
down below $200,000. 

The Board of Directors controls the policy of the company. 

♦ Q. Does the Board of Directors see to it that there is 

ton hand at all times $200,000 for this purpose? 

A. I think they endeavor to, but I am not a member of 
the Board of Directors and have never taken part in their 
proceedings, so I cannot speak from my own knowledge. 

Q. If you wanted to find out \rhetker the company has 
actually followed this so-called suggestion by Mr. Com¬ 
fort, or whoever has made it, all you need to do is go to the 
balance sheet and find out? 

A. That is correct. 

Q. Let’s go to the balance sheet and find out. 

A. All right. 

Q. Suppose you take a look at the situation at December 
31,1943. Look at Exhibit 3, pages 28 and 29, or any balance 
sheet that you have as of that date. 

What were your current assets at December 31,1943? 

A. $2,509,000. 

Q. That included cash in the amount of $533,441 and tem- 
[1413] porary cash investments of $750,000 as of that date, 
is that right? 

A. That is correct. 

Q. Is that the cash you are talking about or is there in¬ 
cluded in that amount of cash $200,000 for the purpose of 
meeting future line breaks? 

A. There may not have been at that time but I think, 
in the $533,000 cash and the $918,000 of accounts receivable 
which will take care of the payables over in the current and 
accrued liabilities, there is $200,000 there, easily. 

Q. You said that your current assets were $2,509,000— 
$2,509,704, to be exact? 

A. That is correct. 

Q. And vour current liabilities on that date were what? 
A. $2,446,839. 

Q. Leaving actual working capital of how much, or net 
working capital? 

A. About $50,000. 
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Q. It is $62,865. That is the amount of actual net work¬ 
ing capital that the company itself carried on that date, 
is that right? 

A. You do not consider the $50,000 of Government bonds j 
above, which are quickly convertible to cash, Account 112? 

Q. That is not included in your current and accrued as-j 
sets, is it? 

[1414] A. No. 

Q. Is is included in investments? 

A. That is right. It is not funded for anything. It isl 
just Government bonds we are holding. It is perfectly! 
available any time we have to turn them into cash to use 
them. 

Q. When do you expect to cash them in? 

A. Well, if we would have had a line break on December 
31, it might very well have happened at that time. 

Q. You do not treat those bonds in any event as a cur-| 
rent asset, do you, on your books? 

A. No, not here, because we follow the Federal Poweij 
Commission code of accounts. 

Q. It is a pretty good code of accounts, isn’t it? 

A. I find no objection with it, but that is a current 
asset which you can turn into money any time you want. 

Q. You can sell a piece of pipe line, too, if you want 
to and turn it into money, if you want to look at it that 
way; but the fact of the matter is, your company does not 
itself treat that $50,000 of bonds as a current asset, does itj? 

A. We really treat them as a current asset. We carry 
them on our books in accordance with the rules of th^ 
Federal Power Commission. How we treat them in out* 
safe deposit box is an entirely different thing. 

Q. Even if we threw that into the breach and added i]t 
up with the $62,865 representing the difference between you^* 
[1415] current assets and current liabilities, you would still 
only have $112,000 of actual net working capital, wouldn't 
you, as of that date? 

A. That is right. 

Of course, you have one million nine hundred and some 
thousand dollars of accrued taxes, accrued liabilities ovejr 
on that other page which do not have to be paid for a yeah 

Q. Yes. 

Let’s talk about those taxes. You sav that vou have 
got all that money on hand for taxes and you do not have tio 
pay that for a year? 

. 

* 

i 

i 

! 



532 


A. Xo, we haven’t got that much money on hand. 

Q. You have collected it. That is, you have collected that 
money or accrued it for the payment of taxes far in advance 
of the actual date of payment, haven’t you! 

A. That is correct. 

Q. And that amounts to about a million dollars on the 
average, doesn’t it! 

A. A million dollars what ? I did not understand that. 

Q. Let’s look at the date we have been talking about, 
December 31,1943. How much does vour balance sheet show 
vour having had in the taxes accrued account as of that 
date ? 

A. $1,978,000. 

Q. And that is the amount you had left over after you 
paid your December installment to the Government for 
[1416] taxes, is that right! 

A. Xo. Of course, we have paid nothing on the 1943 
Federal income tax. This is the accrual to cover Federal 
income tax for the year 1943 plus ad valorem taxes, and so 
forth. 

Q. Precisely. 

In other words, on December 15, you were making the last 
payment in 1943 on vour 1942 taxes! 

A. That is correct. 

Q. And after you got through with that, you still had 
$1,978,000 in accrued taxes, is that right! 

A. That is right. 

Q. And that is to take care of 1943 taxes in 1944! 

A. I do not know what vou mean bv “take care of them.” 

Q. Pay them. 

A. In other words, we have $750,000 on the other page 
to take care of them. 

Q. On the what! 

A. On the other page we have only got $750,000 to take 
care of them. $1,900,000 is what we owe, not what they owe 
us. 

Q. You have accrued that amount and charged it to 
operating expenses, haven’t you! 

A. That is right. That is right. 

Q. There is no doubt in your mind that you collected 
$1,978,000 down to December 31, 1943, for the purpose of 
paying your taxes? 

[1417] A. Of course not. 



Q. Would it make any difference in your cash working 
capital requirement if the Government required you toj pay 
your 1943 taxes in 1943, like they do me, for instance, how? 

A. Why, I think it might. I am not sure about that. 

It has required me to change my fiscal policy a littlb bit. 

Trial Examiner: We will take a recess of five mintites. 

I 

(Whereupon, a short recess was taken, after which the 
hearing was resumed.) 


Mr. Littman: Do you want to conduct redirect now,! Mr. 
Dougherty, or do you want to wait until the end of cii'oss- 
examination ? 

Mr. Dougherty: I think it would probably be easier to 
do it now. It won’t take long. 

Mr. Littman: I think it would be better to do it |now 
because then we will have the examination on this subject 
in one place in the record. 


Redirect examination: 
By Mr. Dougherty: 


Q. Mr. Shuttleworth, referring to your computation of 
working capital, you have stated in the preliminary state¬ 
ment that you calculated the working capital on the same 
formula as that shown on page 42 of Commission’s Ex¬ 
hibit No. 1 but have used figures actually incurred in 1043. 

If one took your Schedule B, Exhibit 46, and compared it 
[1418] with the figures on page 42 in Exhibit 1, is tljiere 
the same method of calculation followed and everything 
is the same except the dollar figure? 

A. That is correct. 

Q. With respect to the $200,000 which is not found In a 
similar item on page 42, if that were deducted from the 
amount that you have totaled, you would have $470,000? 

A. That is correct. 

Q. And that would be compared with the $430,000 which 
Mr. Blease has shown in Exhibit 1 ? 

A. That is right. 

Mr. Dougherty: That is all. 

Cross-examination. 


By Mr. Littman: 


Q. I would like to next take up Exhibit No. 58, Mr. 
Shuttleworth. Do you have a copy of it before you? 

A. I do. i 
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Q. You show a deficit of $861,964 as of December 31, 
1943 in this exhibit, which is the amount claimed by you to 
be the deficit under a 6^2 per cent rate of return over the 
entire life of the property based upon the average net in¬ 
vestment in plant? 

A. That is right, plus allowance for working capital and 
minus contributions in aid of construction. 

Q. What will the so-called deficit be at December 31, 
[1419] 1944, assuming that earnings are the same in 1944 
is in 1943? 

A. If the earnings are the same in 1944 as they were in 
1943, the deficit would be reduced to $358,400. 

Q. You expect earnings in 1944 to be more than in 1943, 
don’t you? 

A. I had estimated that they would be slightlv more. I 
am not so certain about it now. I think that tliev will be 
slightlv less. 

Q. Still approximately the same though? 

A. It should not vary very much. 

Q. Going back to the year 1929 shown in Exhibit 58, you 
show a deficit under a 6 J /2 per cent rate of return in that 
year of $227,875, do you not? 

A. That is right. 

Q. This is computed by adding $40,398 to the $187,476 
of return? 

A. That is correct. 

Q. Did you compute the $187,476 on the basis of the 
two full-months’ operation in 1929, that is, all of November 
and December of 1929? 

A. On the average investment that was in for two full 
months. Let me correct that. That is computed on the 
basis of the average investment for two full months and I 
am not going to state for a moment—I have kind of for¬ 
gotten that—that is two full months based on the average 
[1420] investment on November 1 , 1929 and December 31, 
1929. 

Q. Isn’t it a fact that your company did not deliver gas 
until November 21 , 1929? 

A. I believe that is the date that the first delivery for 
sale was made. 

Q. As a matter of fact, according to Mr. Comfort’s 
testimony, appearing on page 1004 of the transcript, the 
main 22 -inch line was completed into St. Louis on No¬ 
vember 15, 1929. Do you remember that testimony? 
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A. That is correct. 

Q. And Mr. Blease testified that the first delivery -was 
made from the main line on November 21, 1929. Th^t is 
about your recollection ? 

A. I think that is correct. 

Q. Actually, then, it is nearer to one month thaiji to 
two months that the company operated in 1929? 

A. That is correct. Of course, this statement is made 
in order to compare the figures that are shown on Mr. 
Blease’s statement in Exhibit No. 1, schedule 1, pagej 46, 
in which he takes the operations as two full months. 

Q. Did you say 47 ? 

A. Exhibit 1, schedule 1, page 46. 

Q. He shows the total revenues collected in November 
and December 1929, and all subsequent years because he 
has taken these figures shown on page 46 of Exhibit 1 di- 
[1421] rectly from the company’s books, isn’t that right? 

A. That is correct. 

Q. What does that have to do with your including in 
your calculation a 6 ^ per cent return on the investment 
that did not enter into operation until the 21st of Novem¬ 
ber, 1929? I fail to see where there is any justification for 
that. If there is, suppose you state why. 

A. I do not know if there is any particular justification 
for it. I followed the same sort of statement as the Com¬ 
mission staff made in order to make a correct comparison. 

Q. If Mr. Blease had gone back a year earlier, to 1928, 
and showed zeros back in those months, would you have 
started to compute your 6 J /2 per cent return for the vdiole 
year 1929? 

A. Of course not. 

Q. Of course, you show a 6 ^ per cent rate of return 
in your Exhibit 58 right straight through all of the y 6 ars, 
including the depression years, which I think we will all 
agree were back in 1930, 1931, 1932, 1933 and so forth. 

A. I did not vary the allowed rate of return. 

Q. Who allowed the rate of return for this company pack 
in those years? 

A. There was none. 

Q. You say an allowed rate of return? 

A. That is the assumed allowed rate of return on this 
exhibit. 

[1422] Q. You are not testifying or undertaking to tes¬ 
tify on the subject of rate of return? 
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A. Absolutely not. 

Q. But that is what you assumed for the purposes of 
this study, isn’t that right, purely an assumed rate of re¬ 
turn? 

A. That is right. 

Q. Suppose the situation were reversed from that shown 
in your Exhibit 58. Suppose the excess earnings of your 
company over and above the 6 M> per cent return on net 
investment rate base occurred during the period 1929 to 
1935 and the deficits below 6M> per cent return occurred 
from 1936 to 1943, inclusive. 

Would it be your theory that in such a case a rate in¬ 
crease should be denied your company on the ground that 
it had earned 6 M> per cent rate of return over-all and, 
therefore, it was not harmed bv the five vears of deficits? 

7 v v 

A. I do not think we need to go into that because if that 
were true, we would not be here at all. 

Q. Well, the opposite is true and you are here. Is it 
vour theorv that because vou had some deficits back in 
the earlier vears that vou now should be given the right 
to recoup those so-called deficits today in your rate? 

A. Well, I would hardly know how to answer that ques¬ 
tion. It seems that this thing is perfectly valid. The 
Federal Power Commission, in the Hope case, talked a 
[1423] great deal about the earnings that were made in 
the past. We merely want to show that in this case there 
were no earnings made in the past. 

Q. You do not mean that, do you? You do not mean 
there were no earnings made in the past? 

A. Not the whole past. 

Q. You mean there were no earnings in excess of 6]/2 
per cent return on the net investment rate? 

A. An assumed rate of 6 V 2 per cent return on the entire 
period. There have been no excess earnings. 

Q. That is, there have been no excess earnings over 
and above the 6 V 2 per cent rate of return? 

A. That is right, as this assumes such a rate. 

Q. Back in those earlier years, you recall Mr. Comfort’s 

testimony was to the effect that we had a depression and 

vou were not able to attach the business that vou had 
• * 

originally thought would be attached when the line was 
first built? 

A. I think that is correct. 



Q. And you remember also back in those earlier years 
it was originally the intention, as Mr. Comfort testified, 
for this line to serve industrial business. Do you remem¬ 
ber that? 

A. That was the intention, I think, absolutely. 

Q. And it was not until you attached the indirect jbusi- 
ness, the regulated business, that you started coming out of 
[1424] the hole and got away from these deficits, isn’t that 
a fact? 

A. I think that is coincidental. The regulated business 
happened to come on. We had it there to sell at any jtime 
they wanted it but they happened to come on about the 
time that business commenced to pick up and get better. 

Q. That was just a happenstance? 

A. I do not think there is any particular connection be¬ 
tween the two points at all. If we had not sold it for re¬ 
sale we could have sold it to the industrials. 

Q. You think the attachment of the St. Louis loa|d at 
about the time you started to come out of the tail-spin here 
in 1934 was just a fortuitous circumstance? 

A. I think that you will find that business conditions 
generally were improving steadily at that time. 

Q. You would not have gotten well nearly so fast if} you 
had not attached the St. Louis load at that time in j.934, 
would you ? 

A. I do not know about that. 

Mr. Dougherty: Mr. Littman, it was attached before 
then, just in order to get it accurate. 

Mr. Littman: What was the date? I thought itjwas 

around 1934. I mav be mistaken. 

• # | 

Mr. Dougherty: The contract with Laclede for thej gas 

sold for mixing was October 1932 which was when itjwas 
made. Exhibit 9 will show those various dates. 

[1425] By Mr. Littman: 

Q. You did not start selling any substantial quantities 
of gas, really, though, to Laclede until about 1934 or 1935, 
as I remember it, but the record, I believe, will sho\j. 

Is mv statement generallv correct, that vou reallvi did 
not begin to sell large quantities of resale gas withirj the 
city to domestic customers until around 1934, 1935 ?j 

Isn’t that generally a correct statement? 

A. Well, when we did start to sell mixing gas to Lacjlede 
we sold enough gas to bring their total output up to 800 
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B.t.u. and if their sales were poorer then than they are now 
it was because business conditions generally were poorer. 
I do not know quite how to answer your question. 

Q. Well, isn’t the reason you had these so-called defi¬ 
cits—and by that, let us have it distinctly understood they 
are simply understood to be deficits below the 6 V 2 per 
cent return and not real red figures—isn’t it true the reason 
you had those deficits back in those years was because 
you had not sold the gas that you had originally hoped to 
sell when vou built a line of a hundred million cubic feet 
capacity, isn’t that right? 

A. That is true. 

Q. And as you sold more gas, your earnings, of course, 
went up? 

A. And as we sold more gas at higher prices. 

[1426] Q. That is, gas for resale? 

A. Firm gas, generally. 

Q. Including gas for resale? 

A. No. We never have sold as much gas for resale in 
^ny year as we have sold firm industrial. 

Q. But you are not belittling— 

A. (Interposing:) Not at all, but I do not want you to 
insist we are still in business mainlv because of resale cus- 
tomers. 

Mr. Littman: Will you read that answer ? 

(Thereupon, the last answer of the witness was read 
by the reporter.) 

Bv Mr. Littman: 

Q. You mean you are mainly in business because of your 
service to the direct customers, is that it? 

A. I mean that it has not been the resale business which 
lias entirely saved our lives. We entered into a contract 
with Laclede Gas Company whereby we would take on no 
more firm industrial customers in the City of St. Louis 
but would sell through them. Had we not made such con¬ 
tract we would be selling our entire capacity to firm in¬ 
dustrial load in St. Louis without selling any for resale 
at all. 

That is what I mean. The resale gas has not been our 
mainstay that has pulled us out of the depression and kept 
us in business. We would have sold it elsewhere. 
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[1427] Q. You mean that your mainstay has been other 
sales? 

A. I think to the extent of about 65 per cent, that is true. 

Q. And most of that, of course, is the unregulated s^les, 
that is, sales directly to consumers? 

A. That is right. | 

I 

Mr. Littman: I have no further questions on Exhibit 
No. 58. Perhaps you would prefer to go forward with 
your redirect, if any. 

Mr. Dougherty: I have none on that, Mr. Littman. 

By Mr. Littman: • 

Q. I would like to next take up, Mr. Shuttleworth, ypur 
Exhibit No. 47, which contains your net income statemjent 
for the so-called “Test year”, which is, in reality, a post¬ 
war vear. 

mt 

A. Is that a question? 

Q. Let’s leave it as a statement. Is the statement I just 
made a correct statement? 

A. I think it is our best judgment of what a probable 
postwar year will be. It is Mr. Davison’s exhibit and 
testimony on that, I think, which covers that. 

Q. Mr. Davison’s testimony covers the amount of gas 
that will be sold in that year? 

A. That is right, and these figures are based upon sjicli 
an amount of gas. | 

[1428] Q. And, of course, reflect a postwar year? 

A. That is my understanding. 

Q. Then may we have it distinctly understood throughbut 
this cross-examination, when we use the term “test vebr” 
as you have used it, we mean a postwar year? 

A. That is right. That is after hostilities. Mr. Dalvi- 
son has eliminated from his sales such abnormal sales] as 
war plants, and so forth, which would not be running at that 
time. 

Q. Do you have in mind any particular postwar year? Is 
it the first one or the fifth one, or what year after the wpr? 

A. You would have to inquire further from Mr. Dajvi- 
son. All I know is that I have heard it discussed and itj is 
intended to be rather the average of the three or four ve^rs 
that may follow the war, than any particular one of thejm. 
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Q. Didn’t you find out for sure what it meant in that 
respect before you computed what the expenses were going 
to be in that so-called “test year” or “postwar year”? 

A. That was not necessary. I start off with a certain 
volume of gas sales given by Mr. Davison in each category 
and I figure the revenues from that gas and the probable 
expenses. It is not necessary for me to know which year, 
whether this applies to 1948 or 1949. 

Q. You made no adjustments anywhere in your exhibit for 
changes in price levels or labor rates? Is that what you 
[1429] mean to state? 

A. That is right, I did not. 

Q. So in the view that you have taken, therefore, you 
were not interested in whether wage rates and material 
rates were going to be higher or less in the first postwar 
year than, let us say, the fourth postwar year? 

A. All the business services lead me to believe there will 
be no price reduction in material, certainly, and no reduc¬ 
tion in the price of labor for some time after the war. 

These services do not extend into the indefinite future 
and what may then happen. We may have inflation and the 
prices skyrocket and we might have a depression and the 
prices go down. I am assuming they will remain the same, 
approximately the same, as these business services lead me 
to believe, after the war which is somewhat similar to pres¬ 
ent price levels. 

Q. In other words, you assumed at the outset that after 
the war is over you are going to continue to pay the same 
wage rates and the same rates for materials and supplies 
as you did during the highest war year, is that right ? 

A. My information on the subject, and nearly everything 
that comes out of Washington, tells me that price controls 
will be kept on for quite a period after the war to prevent 
inflation. 

Q. At least that is an assumption you make? 

[1430] A. That is right. 

Q. You are not an economist, and you are not undertak¬ 
ing to testify that that will actually come to pass ? 

A. No. 

Q. That is the underlying assumption? 

A. That is right. 

Q. Of course, the same is true with respect to the efficiency 
of the labor. You have assumed no different efficiency of 
the labor after the war than during this 1943 war year? 
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A. Well, I do not bother about that because we are |not 
much troubled. We are not a war plant and our labop is 
efficient. We do not experience much labor inefficiency! 

Q. As I understand, generally, the import of this Exhibit 
No. 47, you have first the 1943 expenses and revenues, jand 
so forth, which have been taken bodily from Exhibit 14, 
schedule A, as heretofore computed and supported in testi¬ 
mony by you? 

A. That is correct. 

[1431] Q. That, just to refresh all of our recollections^ in* 
eludes so-called increases in labor costs by reason of j the 
overtime pay, which have been the subject of our discussion 
before? 

A. Overtime pay and increases in rates, together. 

Q. In other words, it actually reflects the 1944 labor ratjes? 

A. That is right. 

Q. And the labor increases in rates? 

A. That is right. 

Q. Then you have taken that year and in the second 
column you have the adjustments, in each instance bding 
adjustments downward—no, there are are one or two in¬ 
stances where the adjustment is upward, but for the njost 
part you have made some downward adjustments in tjhat 
1943 adjusted year? 

A. That is right. 

Q. To arrive at your post-war figures ? 

A. Right. 

Q. Now do you recall generally the testimony of Mr. Davi¬ 
son with respect to the quantities of gas that he expects will 
be sold in the post-war year? Let me read them, ancf if 
they are wrong you can report later on, on the record, to 
save time. 

0 

In the post-war year his testimony was that the total s4les 
would be 37,566,300 MCF, of which 12,569,120 MCF woqld 
be sales for resale, and 24,997,180 MCF would be sales tojdi- 
[1432] rect industrials—is that generally your understand¬ 
ing? 

A. I think that is correct. I am not sure—is that in Ex¬ 
hibit No. 30? 

Q. Yes. 

A. All right. 

Q. Just by way of comparison the industrial sales diredtly 
to customers in the post-war year, of approximately 25,0(1)0,- 
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000 MCF, come very close to the quantity of direct industrial 
gas sold in 1937, which was 24,725,972 MCF? 

A. I judge that to be correct, I am not sure that I have 
that sales figure here. Is that in one of the exhibits ? That 
would probably be in Exhibit 1. 

Q. Just a minute, and we will verify it and tie it in with 
one of the exhibits, and clear it up as we go along. 

A. All right. 

Q. I believe you read those figures into the record, Mr. 
Shuttleworth, and it was right at the opening of one of the 
day’s sessions in St. Louis, if I recall. 

A. If that is so I may have them here. 

Q. On page 803 of the transcript, a copy of which I hand 
you, it is shown that in 1937 you sold 24,725,972 MCF to di¬ 
rect industrials, isn’t that so? 

A. That is correct. 

Q. Referring again to your 1943 column in Schedule A of 
Exhibit 47, you include depreciation on the basis of the 
[1433] investment as of 1944, don’t you? 

A. I think there is a schedule- 

Q. (Interposing:) Exhibit 37 would show that. 

A. That is right. I think that is the estimate of what the 
net investment will be at the end of 1944. 

Q. Now let’s discuss some of these adjustments. First, 
your adjustments in revenues from 1943 to the post-war 
year have been made in accordance with Mr. Davison’s testi¬ 
mony concerning the decrease in sales, haven’t they? 

A. That is correct. 

Q. Now let’s take up, under your Operating Expenses, 
first Maintenance of Mains. That is in the amount of $152,- 
094, appearing in the 1943 column—do you find that ? 

A. That is right. 

Q. Now you did not make any adjustment in that figure 
for the post-war year, did you? 

A. I did not. 

Q. What were the actual 1943 expenses for Maintenance 
of Mains ? I refer you to Exhibit 14, Schedule E, and I think 
it would be helpful if you kept Schedule E of Exhibit 14 
open, because we are going to refer to it from time to time? 

A. All right—$141,055. I believe that figures ends in 
“55”, it isn’t very clear. 

Q. That was the actual 1943 expense for Maintenance 
of Mains ? 
i 
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[1434] A. That is correct. 

Q. That is in 1943 ? 

A. Yes, sir. 

Q. But you adjusted that amount upward to $152,094, to 
arrive at the 1943 figure as shown in Schedule A of Ex¬ 
hibit 47, did you not? 

A. That is right. 

Q. That was because you wanted to reflect, in 1943, the 
overtime at time and a half, and the June 15, 1944 increase 
in casual labor rates, of about 30 per cent? 

A. That is correct. 

Q. So that actually the expense shown in 1943 for Main¬ 
tenance of Mains is the 1944 expense, in reality, isn’t it? 

A. That is right. 

Q. Now you predict, since you use that same figure for 
the post-war period, that the post-war price levels will 
exceed the war price levels, do you not ? 

A. I assume they will be the same. 

Q. Well, in 1944 actually it wasn’t until June 15th that 
you sustained an increase in casual labor rates of about 30 
per cent, isn’t that right? 

A. That is correct. 

Q. So that actually your post-war year expense for this 
item is going to be higher than the actual expense in the full 
year of 1944, isn’t it? 

[1435] A. That may be true since I assume that the same 
amount of maintenance will be done, and that the same rites 
that are now in effect will be carried on into the post-tvar 
period, and that our maintenance in, let us say 1945, will be 
just as it is here, that is, the year 1943 raised by the in¬ 
creased labor costs. 

Q. In other words, the effect of what you have dona is 
to project into the future the cost for this item in the post¬ 
war year, which will actually be even higher than the tptal 
1944 price level? 

A. Yes—it will be at exactly the same price levels as the 
last half of 1944. 

Q. Which automatically means that it will be at a higher 
expense level than the total of the year 1944? 

A. That is right. 

Q. Let us consider the item of Guards. Now those are 
the people who are guarding these lines against sabotage 
and so forth, aren’t they? 

A. That is correct. 
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Q. What, generally, are their functions? Are they just 
as I have described them? You started to hire them in 1940 
for the purpose of guarding against sabotage ? 

A. That is right. We have gradually taken a good many 
of them off and put them at other duties. 

Q. Well, in 1943, for instance, you had 41 guards employed 
at $133.50 a per month, each, or, multiplying the month’s 
[1436] salary by 12, it would be $1602 a year. 

A. That is not correct, Mr. Littman. There are 41 guards 
on the payroll for the period that you mentioned, w’ho were 
on the payroll sometime that month, but probably not more 
than a dozen of them worked steadily all year so that the 
rates could be applied in that manner. 

Q. Well, a guard goes on duty and then he leaves to take 
another job—don’t you then replace him or do you leave 
that part of the line unguarded? 

A. Oh no, we replace him, but he comes on and works 
three or four days as a guard—he is in that 41—we replace 
him and the next man works a week and he is also in that 41. 
If we replace him again you have three men doing one job, 
and each one of them is a man who counts in that 41. That 
is w r hy I say that you cannot multiply 41 by 12 times their 
monthly wage to find out the cost of the guards. 

Q. Well, how many guards did you have in 1943? 

A. I think actually twenty some were employed steadily. 

Q. Well, let’s be fair and take an average. Would it be 
about 25 ? 

A. I would say that that is about correct. 

Q. All right; then let’s multiply 25 guards times $1600 
per year, rounding out that figure as my arithmetic is not 
too good. That will give you $40,000 approximately as the 
salaries of the guards in 1943. Would that be about right? 
[1437] A. I am not sure about that, it sounds pretty high. 
I vrould say about thirty to thirty-five thousand dollars 
would be the cost, if I were asked about it. 

Q. You just stated you had about 25 guards? 

A. That is right, but I have heard the price that we have 
paid for guards and it sticks in my mind that it is about 
$35,000 a year. 

Q. Well, then, let’s get down to $35,000. Now you ad¬ 
justed that $35,000 amount, or whatever you paid them in 
1943, upvrard by 16.17 per cent for purposes of your post¬ 
war estimate, didn’t you? 

A. That is correct. 
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Q. Now let’s see what that would do to the $35,000. 

A. They are nearly all working now, the big majority of 
them, except in five instances I believe, those guards' are 
working at other jobs where they are getting that increase 
in pay at the present time. 

Q. Well, an increase of about 16 per cent would increase 
your $35,000 up to about $40,000, wouldn’t it? 

A. That would be right. May I state in that connection 
that we also are faced with the problem in the post-war year 
of taking care of all our men in the service who come back 
for their jobs. 

Q. Well, when they are taken back you are going to put 
them to work, aren’t you? 

[1438] A. Yes indeed, but we will try not to lay off |any 
regular employees, we will have to make room for them. 
They won’t all come back, of course, but those who do will 
get jobs. 

Q. Well, while you are on the subject, your 1943 column 
in Schedule A of Exhibit 47 includes your military leave 
pay, doesn’t it? 

A. That is just a separation pay. When a man leaves we 
give him two or three months’ pay, according to how long he 
has been in our service. That is a separation pay, ngt a 
steady payment. 

Q. In other words, when a man went off to war you gave 
him how many months’ salary? 

A. Two or three months’, I think, according to his leiigth 
of service. 

Q. Now you have all that included in your post-ivar 
year too, haven’t you? 

A. That is right. We will pay him more than that when 
he comes back. 

Q. What? 

A. That is right, we will of course have to pay him 12 
months’ pay when he comes back. 

Q. Well, has the Board of Directors passed any resolution 
on that? 

A. All men who left were assured of a job when they chme 
back, and I assume that that is certainly the policy of the 
[1439] company. Whether expressed by the Board of Di¬ 
rectors or not, I do not know. But is surely expressed by 
the management. 

35—9181 
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Q. Wait a minute, you have confused me a little. You 
said that you were going to make them a gift of twelve 
months’ pay when they came back? 

A. No, they will go to work. 

Q. But you are going to pay them, when they come back, 
according to this exhibit, at the same rate of pay that is 
presently being paid to employees doing the kind of work 
they are doing today, is that right, at present rates of pay? 

A. That is right, at much higher rates than they were 
getting when they went away. 

Q. When they come back are you going to give them two 
or three months’ additional pay, as you did when they left? 

A. Oh no. 

Q. Well, you have it all included in this post-war year, 
haven’t you, this so-called separation military pay? 

A. I think you will find out that that amounts to very 
little. 

Q. But whatever it is, it is in here, isn’t it? 

A. Yes. In the year 1943 I can tell you in a moment 
what that was. 

Q. Have you made any effort to find out how much it 
amounts to, and to eliminate the military separation pay 
from your so-called post-war year, or test year? Don’t 
[1440] forget that the war is over in that post-war year. 

A. I have not because if you start to eliminate from a 
study of this kind all the little expenses that you don’t have, 
you have no way of putting in all the expenses that every 
year occur and that do not occur in any other year. 

Q. Well, you put them in twice to be sure that you have 
them in there once, is that it? 

A. Oh no, just once. 

Q. In other words, that is just a kind of extra added 
something for omissions and contingencies? 

A. No, we just take the figure as it was in 1943, and as¬ 
sume that it will be the same for the future. 

Q. Irrespective of whether you know it is going to be, 
or not? 

A. Well, we know by a study of the past that it doesn’t get 
any less, it increases. 

Q. Well, you being a man who has lived over a span of 
years, including the period of the last World War and the 
years subsequently, know that they started going down¬ 
hill sometime after the last World War too, don’t you, 
that is, these expenses? 
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A. That is so. We had a rather inflationary period and 
then after the inflationary period was over they did go 
downhill. 

Q. You are not an economist? 

[1441] A. No, I follow the School of Adam Smith; J can 
hardly qualify as that. 

Q. Now you have got all these guards and their ppv in¬ 
cluded in the post-war year, guarding these lines against 
sabotage, is that right? 

A. Or doing something else—they will be there. 

Q. But whatever amount of guarding there is being done 
today against sabotage, by reason of the war going on, what¬ 
ever that amount is, you are going to also include thpt, or 
you have included that in your post-war year? 

A. Whatever little bit is going on now in the way of 
guarding, I have included, because the guards will be doing 
something else. 

Q. You say they will be doing something else? 

A. They will be working for the company if they choose 
to, and they will probably choose to. 

Q. In other words your expenses, exclusive of guards, 
are going up after the war? 

A. Our maintenance goes up all the time. We hqve a 
great deal of deferred maintenance at the present time( and 
it is going to take a good long while to completely (dear 
that up. 

Q. How much deferred maintenance is going on now? 

A. We have not attempted in any way to put a foliar 
figure on it. 

Q. You don’t know that, do you? 

[1442] A. We do know that due to the inability tq get 
certain supplies, and the difficulty in getting sufficient l^bor, 
we are doing repairs about at the bare minimum of opera¬ 
tional efficiency. 

Q. Well, let’s get back to your previous statement. Let’s 
assume that you are spending $35,000 for guards tbday. 
You said that you were going to keep all that in tpere, 
assuming that is the amount, or whatever it is - 

A. (Interposing:) I say that it was about $35,000 in 1|943; 
it will not be anything like that in 1944. 

Q. Let’s assume that it is $35,000, or assume any figure 
you want, because you do not know what that is, do yob? 

A. I don’t know; I know we are gradually putting }hem 
on other jobs until we have but very few of them left.' 
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Q. How much did you spend in 1943 for guards? 

A. X think it was about $35,000. 

Q. Now you have all that $35,000, plus 16 per cent for 
overtime, you have got all of that in your 1943 column, 
haven’t you? 

A. That is right, and we have got all the guards and they 
are getting overtime although they are not guarding. 

Q. Incidentally I think we established on the record that 
these guards do not work overtime. 

A. They are doing so now. The big majority of them are 
not guarding, but are doing other work, and they are getting 
[1443] overtime. 

Q. Just a minute. In 1943 you were paying about $35,000 
for guards. Now were they guarding or weren’t they guard¬ 
ing thirty-five thousand dollars’ worth? 

A. They were guarding thirty-five thousand dollars’ 
worth. 

Q. Now we are talking about 1943, Mr. Shuttleworth. All 
that $35,000, every penny of it at least is in that 1943 
column, isn’t it? 

A. That is correct. 

Q. Now the guards were not working overtime in 1943, 
were they? 

A. They were not. 

Q. But you increased their salary 16.17 per cent in 1943 
for overtime that they weren’t doing, isn’t that right? 

A. That is correct. They are doing it now. 

Q. But in 1943 they were guarding and they weren’t 
working overtime, but you included the overtime in the 1943 
column, didn’t you? 

A. I think that is correct. 

Q. You then took that 1943 figure for guards, as shown 
in the 1943 column on Schedule A of Exhibit 47, and you 
included that much money for guards, as thus adjusted, 
automatically in your post-war year, after the war is over, 
didn’t you? 

A. I included that amount of labor in the post-war year. 
I included nothing over here for guards. I took the same 
[1444] number of men and put them doing something else, 
and put them over here and put them down as being paid 
overtime, just as has actually been done in actual practice. 

Q. In other words, what you are trying to tell us now is 
that you are not going to have any guards in the post-war 
year—you will have to concede that? 



A. I hope not. 

Q. But you are still going to spend that same $35,000 |on 
something else ? 

A. That is right. 

Q. What is that something else? 

A. Trying to catch up on some of this maintenance, apd 
a great many other things. As I have said before, we hajve 
a great deal of deferred maintenance and we have had 
difficulty in getting the required number of men, or the 
materials, to do that. 

Q. Will you look at Schedule E of Exhibit 14, and I wfill 
refer you to Maintenance of Mains which appears abqut 
three-quarters of the way down the page on sheet one of 
Schedule E. 

A. That is right. 

Q. Now you say you are getting behind in maintenance. 
Suppose you tell us how much your company spent in 1940 
for Maintenance of Mains? 

A. $87,000. 

Q. How much did thev spend in 1941? 

[1445] A. $84,000. 

Q. It is all right to give the rounded-out figure. 

A. Yes, I am doing that. 

Q. How much in 1942? 

A. $142,000. 

Q. How much in 1943? 

A. $141,000. 

Q. It looks as if you are kind of catching up on main¬ 
tenance in 1943, doesn’t it, having spent something like 
$60,000 or $54,000 rather, more in 1943 than in 1940 for 
mains? 

A. Of course you must remember that labor costs in 1943 
are about 30 per cent higher than they were in 1940. Thjat 
makes a difference tao. 

Q. But you increased your $87,000 by about 50 per centj— 
that is, the actual maintenance costs in 1943 were about 50 
per cent higher than in 1940, were they not? 

A. That is correct. 

Q. Were you falling behind in 1940? 

A. No. 

i 

Q. How could you be falling behind now if you weren’t 
falling behind in 1940 when you were spending half as much 
for maintenance then and 40 per cent less for labor? 
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A. There are other things, of course, that enter into 
that than just the mere normal maintenance. During 1940 
and 1941 we were rather fortunate in not having any breaks 
[1446] in the line or having any large replacements to make. 

Q. Well, I thought you had $200,000 included a couple 
of times to take care of these breaks that might occur in the 
future; I thought you had that all in there at least once? 

A. Well, when we took the $200,000 and put it in as 
working capital, we don’t just spend it and then not charge 
it to expense or anything, we charge it to expense. It isn’t 
the intention to have that $200,000 as a free gift that we can 
go and spend and then not mark it up on the books at all. It 
is charged to expense when spent. 

Q. Well, according to your theory, everything has gone 
up and nothing is ever going to come down in the post-war 
year, is that right? 

A. I see no prospect of either labor or materials coming 
down within a number of years, and I won’t say how many, 
certainly four or five, after the post-war year, and I don’t 
believe any one of these business economist services will tell 
you that they will come down. 

Q. Now these guards who you say will evaporate in the 
post-war year, or at least they won’t be guards any more, 
you say they are going to start working on maintenance, 
is that right ? 

A. I think that and other things. Our force at the present 
time is not quite up to the number that we should have, 
and as we lose men these men will take their place. We try 
to take care of our employees; we have very little labor turn- 
[1447] over. 

Q. Do you mean you are going to replace men who are 
going to leave you, even though they are not needed? 

A. We have retirements from time to time; we have men 
who take other jobs from time to time, and we have been 
replacing them with guards and other casuals that work for 
the company. Some of these men go to work as casual 
laborers. 

Q. Suppose you tell us in what account you have the 
guards charged? Refer to Schedule A, Mr. Shuttleworth, 
please, of Exhibit 47, and state where these guards are 
charged ? 

A. These guards are included in Maintenance of Mains, 
Maintenance of Compressor Stations, and Maintenance of 



Measuring Station Equipment. I think that is Maintenance 
of Compressor Station Equipment, rather than structures. 
I believe that is all, those three maintenance account^. 

Q. You show Transmission Supervision and Engineering 
expenses for the post-war year in the amount of $4^,529, 
do you not? 

A. That is correct. 

Q. That item appears about one-quarter of the way down 
the page of Schedule A, Exhibit 47 ? 

A. That is correct. 

Q. Now what was the actual Transmission Supervision 
and Engineering expense in 1943, as shown by Schedule 
E, Column 5, of Exhibit 14? 

[1448] A. $44,528.83. 

Q. Now that is approximately the same amount-j-well 
it is the same amount? 

A. Yes. 

Q. You didn’t adjust this expense upward because there 
were no overtime amounts paid, or other increases, in J944? 

A. There were none. Most of the men that are iii that 
bracket do not get overtime, and whether or not they may 
get raises is something I do not know about, it hasn’t taken 
place as yet. 

Q. And whether or not they will get decreases you don’t 
know either, do you? 

A. Well, I certainly hope not. 

Q. But you don’t know? 

A. I do not know. That also would depend on all ether 
costs, I think. If the bottom falls out of the labor t^osts, 
probably we will all get hurt. 

Q. But you are not going to take any chances so f^ir as 
you are concerned, you are going to include everything 
in here at the very highest rate during any period of the 
war, just to be on the safe side, aren’t you? 

A. Most of these men are the so-called white cjollar 
workers, a good many of them. They are engineers, super¬ 
intendents, and so forth. I don’t think that the pri£e of 
that sort of men has gone up too much in the past few years, 
[1449] and I certainly hope it is not coming down. It 
hasn’t kept up, as a matter of fact, with the cost of lijving. 

Q. Well, what was the actual expense for supervision 
and engineering in 1940? 

A. $30,000. 
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Q. Well, it has increased about 50 per cent, hasn’t it, 
since 1940? 

A. That is right, since 1940, though I am not at all cer¬ 
tain whether the same number of men is covered. You 
must remember that for the year 1940, and for the year 
1941, our books were not kept under the Federal Power 
Commission’s System of Accounts. These figures are not 
exactly comparable because at that time part of a super¬ 
intendent’s expenses might be split into many accounts. 
Neither Mr. Blease nor myself have made any attempt 
to make these figures exactly comparable by completely 
reworking payrolls and so forth. 

Q. Well, that would merely mean that some other ac¬ 
count would be lower than you show here, wouldn’t it, if 
what you say is true? 

A. That is right, that would mean that some other ac¬ 
count here would be lower. 

Q. Did you have as many men in that category of work, 
namely supervising and engineering, back in 1940 as you 
have in 1943? 

A. I think it must be very close to the same number, yes, 
[1450] I think it is. I believe all our compressor stations 
were operating in 1940. I am sure that the last one went 
into operation in 1940. 

Q. Back in 1940 you were handling considerably less 
gas too, weren’t you, in fact something closely approximat¬ 
ing the total amount of gas that Mr. Davison assumes will 
be sold in the post-war year? 

A. That is right. 

Q. But you are including now, for the post-war year, 
the expenses for this class of work which reflect the highest 
deliveries in the history of your company? 

A. We need superintendents of compressor stations and 
superintendents of our various departments, whether we 
sell 45 million or 40 million or 35 million MCF. We don’t 
lay them off the minute the sales go down. 

Q. But the expense was considerably lower in 1940 
when you sold less gas than it was in 1943? 

A. If you are talking about the superintendents’ ex¬ 
pense, I cannot answer that question because those figures 
are not directly comparable, the books were not kept on 
the same system. 

Q. When did you start keeping them on a comparable 
basis? 



A. In 1942. 

Q. Mr. Shuttlewortb, your statement interests me about 
these accounts not being comparable back in 1940 and 1941 
[1451] to the books and accounts as of 1942 and so forth. 

A. I think 1940 and 1941 accounts are not directly Com¬ 
parable to the years 1942 and 1943. Some accounts, yery 
possibly, I think, the compressor station accounts, will 
just be the same, there will be very little change there, 
but we kept our books under the West Virginia Classifica¬ 
tion of Accounts prior to 1942. Then when the time came 
to make out these statements, both Mr. Blease and myself 
put the total of an account in the West Virginia Classifi¬ 
cation over into a similar account in the FPC classifica¬ 
tion, and in all cases the description wasn’t the same,: and 
the way that we handled various charges to those accounts 
was not the same. It -would have required a complete re¬ 
working of the vouchers and the payrolls to have rfiade 
those accounts directly comparable, and I know that super¬ 
vision and engineering is one of the accounts that isj not 
directly comparable. 

Q. That interests me very much, Mr. Shuttlewortfy be¬ 
cause as I remember your Exhibit 14, which you now have 
open before you, you made certain adjustments back 
through 1941 and 1940, didn’t you? 

A. That is correct. 

Q. You adjusted those back years by reason of changes 
in labor rates and overtime payment, didn’t you? 

A. That is correct. 

Q. Now if these accounts in 1940 and 1941 are not com- 
[1452] parable, as you just stated, to the accounts in 1942 
and 1943, how could you have adjusted your figures back 
through those years without taking into account those dif¬ 
ferences in the methods of handling your accounts? 

A. In my previous testimony I explained that. Tjiose 
rates were not applied to the -whole of these accounts. 
They were applied to the amount of labor on different 
kinds of payrolls that were in each account. I know the 
amount—or have available in St. Louis the amount^of 
labor, for instance, that is in this Maintenance of Mhins. 
I know how much of that comes from different payrblls. 
I know how much casual labor is there. So I used those per¬ 
centages that vre spoke of and I applied them only to the 
labor in these various accounts, not to the total account. 
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Q. You applied it to the total number of dollars? 

A. To the total number of labor dollars. 

Q. Without knowing how many laborers there were back 
in those early years? 

A. It doesn’t make any difference. I arrived at cer¬ 
tain percentages based on all three different payrolls, and 
to one payroll I think I applied no percentage of increase 
at all to that, and -with the others, I applied certain per¬ 
centages of increase and applied those percentages to the 
total labor dollars, so that even if I did not raise one ac- 
[1453] count sufficiently, I raised the other account by the 
same difference. 

Q. You are not prepared to state at this time, nor have 
you made any study of to what extent these various ac¬ 
counts in 1940 and 1941 are not comparable with 1942 and 
1943? 

A. I am not and I have not. I know that both Mr. 
Blease and I recognized that they were not wholly com¬ 
parable. We discussed the matter. 

Q. Well, it is altogether possible, is it not, that the 
$30,000 of supervision and engineering in 1940, as shown 
by your Schedule E of Exhibit 14, is actually higher than 
the amount actually expended for that purpose, when 
placed on a basis comparable to the way you kept your 
books in 1943, so far as you know? 

A. Well, I will have to answer that yes. It is my opin¬ 
ion of course, that it isn’t. 

Q. But you don’t know? 

A. I can’t say that I know definitely. 

Q. Well, let’s get away from this accounting business 
and let’s take the whole total of your transmission ex¬ 
penses in 1940 and get away from the inter-accounts. What 
was your total transmission expense in 1940? 

A. $781,554, actual. 

Q. Where are you reading from? 

A. The total transmission expense on Schedule E, Sheet 1. 

Q. Now what was it in 1941? 

[1454] A. $1,086,619. 

Q. Now back in those years, that is somewhere between 
1940 and 1941, you were selling an amount of gas closely 
approximating the volume of gas that Mr. Davison esti¬ 
mates he is going to sell in the post-war year, is that right, 
approximately? 

A. The volume in 1940 is approximately that figure. 
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Q. Well, to be exact and to keep the record straight, in 
1940 our figures show that you sold, according to ^Exhibit 
14, Schedule B, 36,352,000 MCF. Your post-war year esti¬ 
mate is 37,566,000 MCF, which is pretty close, isn’t it? 

A. That is right. 

Q. Now go on and give us, if you please, the 1942 actual 
transmission system expense? 

A. $1,228,091. 

Q. And the 1943 expense, actual? 

A. $1,251,454. 

Q. Now give us the 1943 expense as you adjusted the 
same upward for purposes of the 1943 figures shpwn in 
Schedule A of Exhibit 47? 

A. That is $1,337,887. j 

Q. And that is substantially the figure you usjed for 
your post-war year except for certain downward adjust¬ 
ments which are explained in the text? 

A. Yes, that is correct. | 

[1455] Q. Of Exhibit 47? 

A. Yes—$210,438 downwards. 

Q. And that does not reflect any downward revision ex¬ 
cept for those items which are explained in this Exhibit 47 
and are definitely associated with the decreased volumes 
of gas? 

A. That is correct. ! 

i 

I 

• •••••# 

[1457] By Mr. Littman: | 

i 

Q. Mr. Shuttleworth, at the close of yesterday’s session 
you were discussing your Exhibit No. 47. During the 
course of the cross-examination yesterday, I interrogated 
[1458] you with respect to the number of guards oh your 
payroll, which guards are employed for the purpose of 
protecting your lines and property against wartime sabo¬ 
tage. You recall that, don’t you? 

A. Yes, that is correct. 

Q. At page 1436 of the transcript, to refresh your recol¬ 
lection, you said, among other things: 

I 

“There are 41 guards on the payroll for the period that 
you mentioned, who were on the payroll sometime j that 
month, but probably not more than a dozen of them worked 
steadily all year so that the rates could be applied in 
that manner.” 

i 

i 

i 

i 

I 

i 
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Do you remember that answer? 

A. I remember that. 

Q. Also, a little further on down the page, I asked the 
question: 

“Q. Well, how many guards did you have in 1943? 

“A. I think actually twenty some were employed stead- 
ily. 

“Q. Well, let’s be fair and take an average. Would it 
be about 25? 

“A. I would say that that is about correct.” 

Do you recall that testimony? 

A. Yes, sir. 

Q. Do you know Mr. A. W. Sommerville, Assistant to 
the President of the Mississippi River Fuel Corporation? 

A. Yes, indeed, I do. 

Q. Information in the Commission’s files discloses that 
[1459] Mr. A. W. Sommerville, Assistant to the President 
of your company, reported to the Federal Power Com¬ 
mission that as of January 15, 1943, your company had 
employed, on its payroll, 59 guards doing this character 
of work, and actually engaged in protection against sabo¬ 
tage, working 8 hours a day each; and on March 15, 1944, 
he reported that you had 47 guards doing that work, and 
each working 8 hours a day. 

Do you have any information that would lead you to be¬ 
lieve that Mr. Sommerville’s report to this Commission was 
incorrect in that respect? 

A. I do not. I was under the impression that before 
March 15, and before the end of the year 1943, we had 
commenced transferring those guards to other positions. 
I may be in error about the time that that transfer has 
taken place. I do know now that the number of guards 
is very few, there are just a few places where we keep 
them at all, now. And those men—I think in some instances 
they are not any longer in our employ—but in the majority 
of instances are doing other work at the present time. 

I was under the impression, Mr. Littman, that that had 
taken place earlier than it apparently has. I am in error. 

Q. It appears from the information which Mr. Sommer¬ 
ville furnished to that branch of the Federal Power Com¬ 
mission’s staff that does this kind of work, that there was 
a reduction of 12 guards between January 15, 1943, and 
[1460] March 15, 1944, but it would appear that you had 
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somewhere in the vicinity of, well, 47 guards as of March 
15,1944, and that you had more than that number employed 
during 1943. 

A. That is apparently correct, if Mr. Sommerville said 
so. He has full charge of that, and would know exactly. 

Mr. Dougherty: Mr. Examiner, may I inquire ofi coun¬ 
sel if that information is something that we could see for 
examination, or is that some confidential material!? 

Mr. Littman: No, that information, I learned, vras re¬ 
ported, Mr. Dougherty, to a representative of the! Com¬ 
mission orally by Mr. Sommerville. Apparently these re¬ 
ports are not sent in in writing, but a representative of 
the Commission goes around and gets this information 
from the various companies, apparently through confer¬ 
ences. 

Mr. Dougherty: May I just ask this: Then the figures 
you have used, that is, the particular numbers you have 
used, as I understand it, depend upon the memory or recol¬ 
lection of the' Power Commission representative las to 
what Mr. Sommerville said, is that correct? 

Mr. Littman: It is the record that the representative 
of the commission made at the time he talked witta Mr. 
Sommerville, and reported it back here to headquarters. 

In view of this, I was going to suggest that we dlo not 
do any more guessing about it, but have Mr. Shuttleworth 
check with Mr. Sommerville, or whoever is in direct charge 
[1461] of the guards, and give us the number of guards 
who actually were on duty, let’s say, throughout the year 
1943 as of some given day in each month—let’s take either 
the first of the month or the last of the month for each of 
the 12 months—and then we will have a picture of it. 


By Mr. Littman: 

Q. Will you undertake to do that? 

A. I will do that. 

Q. The reason, for the record, that I am interested in 
1943 primarily is because that is the year you used, Mr. 
Shuttleworth, for purposes of computing the expenses for 
the post-war year; isn’t it? 

A. That is the basis from which I started. 

Q. You made no change in the item of Guards fc[r the 
post-war year over that which appeared actually onj your 
books as the expense for Guards in 1943, isn’t that tight? 






558 


A. That is not exactly correct, Mr. Littman. My con¬ 
tention is that the same number of men will be employed 
in the post-war period as are employed now, though they 
may not be guarding, and probably won’t. I am not con¬ 
tending that the guards will be guards, but I am contending 
that the guards will continue to work. 

Q. I understand your contention in that respect. What 
I want to find out is how many guards you had actually 
working throughout the year 1943, whose expense or whose 
[1462] payroll cost is included in your 1943 figures. 

A. I will find that out. 

Q. Whatever expense is included in 1943 is also included 
in your post-war year, although you now say for some 
other purpose? 

A. That is correct. 

Q. That is the substance of what you say? 

A. Yes. 

Q. Referring to Schedule A of Exhibit 47, the Com¬ 
pressor Station Labor which you claim for the post-war 
year, or so-called “Test Year”, is $282,804, is that right? 

A. That is correct. 

Q. That is the second item under “Transmission Ex¬ 
penses”. 

A. That is correct. 

Q. What was the actual Compressor Station Labor in 
1943? 

A. $297,738. 

Q. The figure for that item, which appears on Schedule 
A of Exhibit 47 under the year 1943, in the amount of 
$336,712, reflects a previous adjustment upward of $38,- 
973 from the actual 1943 figures, to reflect increases in 
wages that occurred by reason of time and a half for over¬ 
time, is that right? 

A. That is correct. 

Q. Then in Schedule A of Exhibit 47, you make a down¬ 
ward adjustment from that adjusted 1943 figure, by $53,- 
908, to arrive at the $282,804 for your post-war year, and 
[1463] that is explained in some explanation of adjust¬ 
ment notes, which appear as the last page of Exhibit 47, 
is that right? 

A. That is correct. 

Q. Note 4, to be exact? 

A. That is right. 



Q. Do you know how many man-hours or man-days of 
Compressor Station Labor are included in your actual 
1943 expenses? 

A. I do not. 

Q. Do you know how many man-hours or man-days of 
Compressor Station Labor are included in this account 
for your so-called Test Year? 

A. I do not. 

Q. Is that also true of your other labor accounts shown 
throughout Exhibit 47 ? 

A. That is correct. I do not know the number of pian- 
days or man-hours in any labor account in that exhibit. 

Q. Now, let’s take up another item of expense, namely, 
Administrative and General Expenses, which is sho\Vn on 
Sheet 2 of Schedule A of Exhibit 47. 

Included in these expenses is an Allowance for Past 
Service Premiums, of approximately $24,000 per yeaf? 

A. That is correct. 

Q. Now, that is included in both the 1943 figures and the 
so-called Test Year figures shown in Schedule A? 

[1464] A. That is correct. 

Q. That amount of $24,000, approximately, is a yearly 
amortization of a larger figure, isn’t it? 

A. It is one-tenth of the total cost of Past Service Annui¬ 
ties. 

Q. Now, we have gone into those Past Service Premiums 
before in this testimony, and I won’t, therefore, go int^ the 
matter in detail again, but to keep the record straight at 
this point, those Past Service Premiums have all been paid, 
actually, to the insurance companies, haven’t they? 

A. That is true. 

Q. As of when were they all paid up? 

A. As of December, 1943,1 believe. 

Q. So that, as an actual matter of payment, you will have 
no further payments to make on account of Past Service 
Premiums in the future ? 

A. I think that there will be no further out-of-pocket tost. 
Of course, in December, 1943, we paid several years’ 
premiums to save the interest. Had we not made that pay¬ 
ment in one lump sum at that time, they would continue for 
a period of 3 or 4 years. 

Q. Well, those were premiums paid with respect to serv¬ 
ices that had been rendered prior to that time? 

A. Oh, yes; yes, sir. 
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Q. Now, you include also, in Administrative and General 
[1465] Expenses, the sum of $11,578 for Amortization of 
Cost of Reclassification or Original Cost Studies; and $25,- 
000 per year for Amortization of Rate Case Expense, is that 
right ? Are those items shown in your Exhibit 47 ? 

The Witness: Will you read that question back, please, 
Mr. Grover? 

(The question was read by the reporter.) 

The Witness: They are included in Exhibit 47. 

By Mr. Littman: 

Q. Well, to be exact, suppose you state how much is in¬ 
cluded for Amortization of the Cost of Reclassification 
Studies in 1943 and in the so-called Test Year, respectively? 

A. There is included in the 1943 expense, and also in the 
Test Year, $11,578, which represents one-fifth of the cost 
of reclassifying the property accounts. That same figure 
is used in Mr. Blease’s exhibit. 

Q. Yes. He expressed some misgivings about including 
that in years subsequent to those in which they were paid. 
You remember that, don’t you? 

A. Well, he certainly expressed a good deal of misgivings 
about including a good many things. 

Q. Well, he expressed misgivings about including that 
item? 

A. That is correct, as I remember it. 

Q. Now, will you tell us, before we discuss each of 
[1466] these, the amounts included for Rate Case Expense 
in each of these periods? 

A. There is included $25,000 a year for a period of five 
years. 

Q. In each of the years 1943 and 1944, as well as future 
years? 

A. Well, 1943 and the so-called Test Year. 

Q. Are you sure you have the $25,000 in 1943 ? 

A. I am in error about that, it is in the Adjustment 
column, and also in the Test Year. 

Q. Then you don’t have any Rate Case Expense in your 
1943 figure? 

A. Yes, sir, there is $13,946 in the 1943 figure. 

Q. By virtue of increasing that, by way of an adjustment, 
by $11,054, the effect of that was to put $25,000 a year in 
your post-war year? 

A. That is correct. 
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Q. Now, let’s discuss the Reclassification Expense foi: a 
moment. That, of course, has to do with the expense in¬ 
curred by your company in connection with preparing its 
original cost study? 

A. Due to an order of the Federal Power Commission. 

Q. You have, as a practical matter, by now paid up all of 
your costs involved in connection with that study, haven’t 
you? 

[1467] A. We have paid all those items. 

Q. That study was filed approximately when, with the 
Federal Power Commission? 

A. I believe in June or July of 1942, Order 73 vras fiied. 
The reclassification went on for some period after thht. 

Q. Well, your original cost study has been filed with tins 
Commission? 

A. That is right. 

Q. It was filed in 1943, as a matter of fact ? 

A. Well, it may be 1943, but I thought the first order went 
in in 1942, but I may be mistaken about that. 

Q. At least prior to the end of 1943? 

A. Yes. 

Q. And you had paid up all of your expense in connection 
with that study by the end of 1943 ? 

A. That is correct. 

Q. Reference to your Exhibit 14, Schedule I, Sheet 7, 
shows that you paid $11,639 of such expense in 1941; $41,^52 
of such expense in 1942; and $4,700 in 1943. 

A. That is correct. 

Q. That latter payment being vour last payment? 

A. That is right. 

Q. What you have done is to take the total of th^se 
amounts and spread them over a five-year period, starting 
[1468] your amortization as of 1941, for purposes of ydur 
Exhibit 14? 

A. That is correct. That follows the same plan that AjTr. 
Blease used in his Exhibit No. 1. 

Q. So that at the end of 1945, on that basis, you woiild 
have amortized it all, is that correct? 

A. That is correct. 

Q. So if the post-war year comes in 1946, even on the 
basis of your amortization there wouldn’t be any payment 
for that expense, would there ? 

A. No. 


36—9181 
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Q. And as a matter of fact, having paid it all up, you are 
not going to have any such expense, as an actual matter, 
in 1944, and subsequent years? 

A. I certainly hope not, Mr. Littman. 

Q. Well, that is the fact, isn’t it? 

A. So far as I know. 

Q. If you didn’t have a rate case pending here, you would 
have prepared this original cost study or reclassification 
study, in response to the Commission’s order, in any event, 
wouldn’t you? 

A. We would have had to, as I understand it. 

Q. And if you had not run into this rate case, you would 
not have suggested to your company that the total amount 
of the cost of such study be amortized on any such basis as 
you have suggested for purposes of this proceeding, isn’t 
[1469] that right? 

A. That is right. Then if we used 1942 or 1943, as Mr. 
Blease has done, in picking the year, there would be a larger 
expense in those years than I at present have in them. 

Q. Well, if you didn’t have any rate case pending, you 
wouldn’t use it for any rate case purpose, would you? 

A. Oh, no. 

Q. You show Net Operating Revenue for the Test Year— 
and it is, of course, understood by “Test Year” that we 
mean the post-war year—of $1,880,707, is that right? 

A. That is right. 

Q. In other words, on the basis that you have shown here, 
that would be your Return in that year. We use the term 
“Net Operating Revenue” and the term “Return” synony¬ 
mously, don’t we? 

A. That is right, in the sense of Earned Return; that is 
correct. 

Q. Your Exhibit 37 shows that a 6V> percent return on the 
rate base for the post-war year, or so-called Test Period, 
was $876,747, is that correct? 

A. That is correct. 

Q. Incidentally, in arriving at that Return you used the 
rate base as of the end of 1944, did you not? 

A. As closely as I could estimate it at that time. 

Q. Reflecting the net additions and—well, the net 
[1470] additions to plant? 

A. The net additions to plant and the additions to the 
reserve. 
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Q. So if your revenues were reduced in the amount! of 
$1,000,000, it would still leave, on the basis of your post-Wr 
year, the company with a 6 Y 2 percent return on that ifate 
base, wouldn’t it? 

A. That is correct. 

Q. Now, what do you expect your interest charges to be 
in the post-war year ? I believe you show it in the amount 
of $171,400 near the foot • of the Test Year column 
Schedule A of Exhibit 47, Sheet 2 ? 

A. That is the amount, $171,400, that the interest 
Long Term Debt will be in 1944. 

Q. That is, you used the 1944 figure for your post- 1 
year? 

A. That is correct. 

Q. Now, if we deduct that amount of interest from [the 
6 V 2 percent return of $876,747, that would leave $705,347 for 
Return on your common stock after payment of all interest 
on its long term debt, is that right? 

A. No, Mr. Littman. Our present contract calls for the 
payment of $700,000 a year on the long term debt, on the 
principal of the debt. So that has to be taken into consid¬ 
eration before there is any payment to the stockholders. 
[1471] Q. You are speaking of the amortization of ^he 
principal of the loan? 

A. That is correct. 

Q. But aside from that, deducting the interest charge^ of 
$171,000 from the $876,000 Return, it would leave $705,^00 
available for such purposes as you have stated, or for 
other purpose, wouldn’t it? 

A. That is correct. 

Q. In other words, the $705,000 in reality is what is some¬ 
times called the Earnings Available to the Equity Owners, 
is that right? 

A. That is correct. 

Q. Now, of course, the equity owner can do what he wa its 
with it, he can pay it out in dividends or, as you sugge st, 
make a payment on his mortgage, or do anything else 'he 
wants with it? 

A. Well, in our case, of course, we have to make the pay¬ 
ment on the mortgage, we have no choice. 

Q. Of course, if you went out and borrowed the money to 
make that payment, you would then have this $705,000 
available for some other purpose, including dividends, 
wouldn’t you? 
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A. Oil, that is correct, yes. 

Q. And as a matter of fact, the depreciation accruals are 
frequently used for the purposes of amortizing the principal 
on your long term debt, aren’t they? 

[1472] A. They may be so used. 

Q. As a matter of fact, you do use them from time to time, 
don’t you, in actual practice? 

A. That is right, and also for these additions to plant. 

Q. So that, assuming a reduction in your rates of, let us 
say, a million dollars, you still have enough money to take 
care of all of the interest on your long term debt, and a rate 
of earnings for your common stock of 10.77 percent, do you 
not? 

A. I assume that it is in the neighborhood of 10 percent. 

Q. Well, it is a matter of division and mathematics? 

A. Yes. 

Mr. Littman: Mr. Dougherty, that completes my cross- 
examination of this witness on Exhibit No. 47. Perhaps 
you would prefer to go forward with your redirect on this 
exhibit ? 

Mr. Dougherty: Yes, I have just a couple of questions. 

Redirect Examination. 

By Mr. Dougherty: 

Q. Mr. Shuttleworth, in your figures for the Test Year 
in Exhibit 47, you have an item of Federal Income Tax 
which is taken from Exhibit 37, and which is shown in your 
Test Year as $736,804? 

A. That is the amount shown in Exhibit 47. 

Q. Is my recollection correct that the computation of that 
amount of Federal Income Tax was based on the assumption 
[1473] of the 6 1 /) per cent computed return being the income 
of the company after Federal income taxes are paid? 

A. That is correct. 

Q. That is, the computation of Federal income tax was 
not on the basis of actual operations for such a year, but on 
the assumption that what the company would have left 
would be this 6^ per cent return? 

A. That is correct. 

* 

Mr. Dougherty: That is all I have. 



Cross-Examination (resumed). 


By Mr. Littman. 


Q. Mr. Shuttleworth, you will recall that commencing at 
page 795 of the transcript, I requested you to make spine 
computations with respect to Federal Income Taxes, ^nd 
you submitted two schedules in response to that request? 

A. That is correct. 

Mr. Littman: Mr. Examiner, I am going to ask that these 


two schedules which Mr. Shuttleworth has submitted! 
marked for Identification with the next exhibit number 


think one exhibit number will suffice, because I have attached 


the two together. 

Trial Examiner 
as Exhibit No. 60. 


That will be marked for Identification 


be 

I 


(The document referred to was marked as Exhibit |No. 
60 for Identification.) 


[1474] By Mr. Littman: 

Q. Are these two schedules the ones which you submitjted 
in response to my inquiry, Mr. Shuttleworth—subject^ of 
course, to check, inasmuch as these are typewritten copies, 
made by the Commission’s staff, of the original data which 
vou furnished? 

A. That is correct. 

Q. One of the inquiries that I directed was what wopld 
the income tax he if you had used a 4 percent depreciation 
provision in computing the income tax, rather than the fr 1 /* 
percent depreciation provision which you did use in y<pur 
exhibits? 

A. That is correct. 

Q. And another one, which was more or less of an off¬ 
shoot of that, was to supply the formula which you u^ed 
for making your income tax calculations for such purposes? 

A. That is correct. 

Q. Now, the formula appears in this exhibit as Schedule 
B, doesn’t it? 

A. That is correct. 

Q. If there are any typographical errors, we would ap¬ 
preciate your calling our attention to them. 

A. Yes. 
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Q. Now, you show in column 1 of Schedule A of Exhibit 
60 for Identification, the Company’s income, its taxes, and 
[1475] excess revenue over and above the 6M> percent 
return, at the 3 l /> percent depreciation provision for tax 
purposes, do you not? 

A. That is correct. 

Q. And in column 2 you show the same, except that the 
tax is computed on the basis of a 4 percent depreciation pro¬ 
vision, which is the rate which you have been computing it 
on your income tax returns in actual practice? 

A. That is correct. 

Q. And as might be expected, you show that the income 
tax payable on the latter basis is less than on the former 
basis? 

A. That is correct. 

Q. By what amount is it less, $84,463 ? 

A. Yes, that is right. 

Q. The revenues and expenses, except depreciation ex¬ 
pense, are the same in both columns, is that right? 

A. That is true. 

Q. At the 4 percent depreciation rate, the depreciation 
expense is shown to be $107,644 more than at the 3Mi 
percent depreciation provisions? 

A. That is correct. 

Q. That is shown in the extreme right-hand column as 
the first item? 

A. That is correct. 

[1476] Q. According to your computation, under a 3% 
percent tax depreciation provision the total income tax 
would be $636,969, as shown at the foot of column 1; and 
at the 4 percent tax depreciation provision the total income 
tax would be $552,505, is that right? 

A. That is correct. 

Q. Now, let’s compare your excess earnings figures. 
In the second line you show “Excess Revenue—Per Com¬ 
pany’s Exhibit 14”, at the 3M> percent depreciation provi- 
* sion for tax purposes, to be $1,597,111. Is that right? 

A. I don’t follow you there, Mr. Littman. Oh, Excess 
Revenue Per Company’s Exhibit No. 14. I see that; that is 
correct. 

Q. To refresh our recollection as to what that figure is, 
that figure represents the company’s earnings, as you have 
computed them, or excess earnings, rather, as you have 
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computed them, over and above a 6M2 percent return o|n the 
rate base for 1943? 

A. That is correct. 

Q. The derivation, as I remember it, was that you shpwed 
in Exhibit 14 Net Operating Revenue of $2,504,031j and 
that figure is after taxes. That is in Exhibit 14, Sched¬ 
ule A? 

A. That is the Net Operating Revenues, $2,504,031. 

Q. Yes. 

[1477] A. That is correct. 

Q. And that is, of course, after income taxes, which you 
show in Exhibit 14, Schedule A, under the year 194|3, as 
$636,969? 

A. That is correct. 

Q. Your return at 6 J /> percent is $906,920, leaving this 
excess revenue, shown in Exhibit 60, of $1,597,111 ? 

A. That is correct. 

Q. I note that in the next column on Schedule A of Exhibit 
60, the Excess Revenue remains the same, namely^ $1,- 
597,111, under the 4 percent depreciation provision for tax 
purposes? 

A. That is correct. The adjustment is made on a lower 
line. 

l 

Q. You show Excess Earnings in precisely the ^ame 
amount, therefore, whether the company would have to pay 
$636,969 in taxes or $552,505 in taxes? 

A. That is correct. 

Q. Well, is it your theory that if the company paid jonly, 
for example, $100,000 in taxes, the rate reduction or excess 
revenue, whichever you want to call it, would be stiljl the 
same as if it had paid $636,000 ? 

A. Yes, at that point. The depreciation adjustment is 
made on a lower line, under Depreciation, and it results in 
a taxable income of $107,000 less. 

[1478] Q. Who would keep this extra $500,000 of taxesj; if it 
was not required to be paid? 

A. Well, I would hope that we could. 

Q. You would recommend that the company do so? 

A. Indeed I would. 

Q. Of course, the Commission might well recommend! that 
the consumer get some benefits from that tax saving. 

A. They might, if- 

Q. (Interposing) But you wouldn’t recommend it? 
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A. No, I would not. I think it has been prety well 
established that the Q-fa percent depreciation provision has 
been stipulated for the purposes of this case. 

Q. Well, let’s not beg the question. I asked you to submit 
a computation showing the result if you used a 4 percent 
depreciation provision, and let’s talk about the result under 
that provision. 

A. That is right, and I have done so. 

Q. The sum total of what you have done is to show that 
you would pay less taxes? 

A. By $84,000. 

Q. But you would not reflect that anywhere in saving to 
the ratepayer, assuming that the Commission were to order 
that the tax computation reflect the 4 percent rather than 
3y 2 percent? 

Mr. Littman, I think that you miss the point there. To 
[1479] explain, from March 1, 1913, down to the present 
clay, if there has ever been any one thing consistent in the 
income tax law it has been this, that the Congress intended 
that the taxpayer who owns a wasting asset may be allowed 
to take a certain portion of that wasting asset each year, 
tax-free, and put it back in his pocket so that at the end of 
the period he will have recovered the wasting asset. 

Now, you here propose that we take V 2 percent per year 
of this wasting asset and put it in the pocket of the rate¬ 
payer so that we do not recover, tax-free, our wasting asset. 

Q. Well, Mr. Shuttleworth, I think we understand your 
position on that, and I wasn’t asking you about that. 

A. I thought that w T as an answer to your question as to 
what became of the money. 

Mr. Littman: Let’s have the question, and then try to 
answer it. 

(The question appearing on page 1478, lines 21 to 24, 
both inclusive, was read by the reporter.) 

The Witness: I think I answered that question, because 
I do not believe that it belongs at all to the ratepayer, it 
belongs all to us, it is a part of our asset, being returned 
tax-free, so that the ratepayer has no share in that at all. 

Bv Mr. Littman: 

Q. Well, do I understand your testimony to be that the 
tax saving by reason of a rate reduction should not be taken 
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[1480] into consideration in computing rates to be changed 
by your company in the future? 

A. Oh, I am not talking about the saving on rate reduc¬ 
tion, I was talking about the saving at an extra V 2 percent 
annual depreciation provision when I answered your ques¬ 
tion. 

Q. Well, do you agree with the proposition that that sav¬ 
ings in income taxes that comes about by reason of a rate 
reduction should be reflected in the rates to be charged tb the 
consumers, in the Commission’s order? 

A. I do. 

Q. Now, where do you take that into consideration, where 
do you credit this $84,000 for that purpose ? 

A. I do not credit it because it does not belong to the 
rate payer, it is a part of our asset which is being returned 
to us, and it belongs to us only. 

Q. Assume, in order to get away from this quibbling, 
that the Supreme Court of the United States were to sa> 
that the 4 percent rate was proper to be used as depreciation 
in computing your income taxes, and by reason of the final 
and last holding on the subject that were found to be the 
fact, what would you do with this $84,000 of income [tax 
saving that you show in this exhibit, and where wpuld 
you put it? 

A. I would put it back in the stockholders’ pocket. 

Q. You would not reflect it in the rates to consumers, 
reduced rates to consumers? 

[1481] A. Certainly not. 

Q. What did you do with the tax saving that you com¬ 
puted in Schedule F of Exhibit 14? 

A. I returned that tax saving to the consumer. 

Q. I see. You return the tax saving to the consumer 
if you use a 3Y> percent depreciation rate for computing 
your income tax, but you don’t return it to the consumej or 
reflect it in his future rates where you use a 4 percent 
depreciation rate? 

A. Whatever the Federal Power Commission allows us 
as a depreciation item in our expenses, I would compute 
that at the depreciation rate, and the consumer would get 
whatever saving there might be; but if, due to the fact tfiat, 
as the Federal Power Commission has itself admitted. Our 
gas supply should last only about 8 years, we are trying 
to get this back tax-free as quickly as possible, and that any 
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saving that we may make is merely the recovery of our 
own wasting asset and does not belong to the ratepayer at 
all, it belongs to us. 

Q. Well, is it your theory that you should collect more 
from the ratepayer for taxes than you are actually required 
to pay for taxes? 

A. I would say- 

Q. (Interposing:) Answer that “yes” or “no” first, 
and then give whatever explanation you want. 

[1482] A. In this case, yes. 

Q. How much more in this case? 

A. $84,000. 

Q. That is, $84,000 per year from now on? 

A. That is right. 

Q. For how long? 

A. Probably only for about 8 years, if the Federal Power 
Commission is correct in their guess as to how long our 
gas supply will last. 

Q. You are speaking of the stipulation with respect to 
the annual depreciation allowance, Exhibit No. 5, is that 
what you are speaking about ? 

A. I am speaking about that, but I also have in mind the 
Federal Power Commission’s reasons in the Memphis case 
as to why they couldn’t loop their line. 

Q. Well, assuming that you were to stay in business, as 
a matter of fact, after the 8 years- 

A. (Interposing:) Then there would come a time when 
our tax basis would be gone, and we would not be depreciated 
out on our books at 3V> percent. But we would have re¬ 
covered, at that time, tax-free, our property. You would 
have us come out with no tax basis, and not have us re¬ 
cover our property tax-free, but have passed on a certain 
portion of it to the ratepayers. We think that at the time 
that our tax basis is gone, we should have recovered our 
[1483] wasting asset entirely, taxfree, to put back into the 
stockholders ’ pocket. Otherwise, they would never recover 
it tax-free. 

Q. You have testified that what you are seeking, in effect, 
is to recover, through future rates, an amount of taxes 
greater than those which you actually will be required to 
pay, is that right? 

A. That is correct. May I add that we will expect that 
for a shorter length of time than if -we used 3% percent. 



Q. Well, can you conceive of an instance where your 
company would collect from the ratepayer an amount less 
than the taxes which you will actually be required to £ay? 
That might happen at the end of your 8-year period.) 

A. That is correct. 

Q. What would you do then, would you work jyour 
theory around the other way and give the ratepayer a 
break in the same manner that you have not given hfm a 
break today? 

A. Of course, there are a good many factors that 4 n ter 
into your question, Mr. Littman. In the first place, you jhave 
to assume that we are going to be in business for 6ome 
12!/2 years in order to get back, tax-free, our wasting assets 
entirely. Once that assumption is made, we can hope that 
at that time taxes will be much lower than they are nojw. 

Q. Well, under what circumstances would you collect less 
from the rate payer than you would actually have to pay in 
income taxes? 

[1484] A. That time might very well come when we jwere 
without a tax basis. 

Q. If and when that time is reached, what would you 
do about computing taxes for rate-making purposes? j 

A. You would not like me to bind my successor |12 1 / 4 
years hence, would you, on the proposition? 

Q. Well, I want to get your theory. Let me help you 
a little bit. 


Trial Examiner: Mr. Littman, let me interrupt a mibute. 
I don’t follow the line of examination. What is it based 
on, what direct testimony? What has the witness testi¬ 
fied to that he is now being cross-examined on? 

Mr. Littman: He is being cross-examined on Exhibit 
60, which was submitted in response to my request at St. 
Louis, to submit a calculation showing what the Federal 
income tax would be if he had used a 4 percent deprecia¬ 
tion provision for computing the taxes, rather tliad the 
3 y* percent depreciation provision which he used. 

Novr, to refresh your recollection, perhaps, on that sub¬ 
ject, you will remember that the Federal Power Commis¬ 
sion— 

Trial Examiner (Interposing): I understand that, but 
I just don’t understand what his theory of regulation or 
allowance to be made by the Commission has to do with 
this calculation. In other words, you are going intd the 
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matter of regulation, and it seems to me this is just a cal¬ 
culation, isn’t it? 

[1485] Mr. Liftman: This is a calculation which shows 
that if he had used; the same depreciation rate for comput¬ 
ing taxes that the Federal Power Commission’s staff used, 
and which the company itself uses in making out its income 
tax returns, there would have been a further savings in 
taxes. His exhibit shows $84,000. 

We think that that is all wrong, we think that figure is 
much too low. But I am now interrogating this witness 
as to why he didn’t reflect the $84,000 tax saving in his 
excess revenue,—in other words, isn’t that also available 
for further rate reduction, assuming that the Commission 
were to find that the 4 percent depreciation rate is the 
proper one to use for computing taxes. 

What he has done in this exhibit, and what he has al¬ 
ready testified to, makes it quite clear that he does not 
propose in any event to pass on to the ratepayer the bene¬ 
fit of these additional savings in taxes that would accrue 
if he had used the same depreciation rate in computing 
his income taxes that the company itself uses, namely, 4 
percent. 

Now, pursuing that further, and this witness having 
stated that he would not pass such saving on to the rate¬ 
payer— 

Trial Examiner (Interposing): I can’t see where that 
has any importance at all, that is the point I am getting 
at exactly, his view of whether it should or should not 
be passed on to the consumer. I don’t see how that is at 
all material. 

[1486] Mr. Littman: Well, I think it is important to 
have on this record this witness’ views, because it is only 
in that manner, Mr. Examiner, that you can get his theory, 
the theory behind his computation. In other words, if 
what he is consciously and deliberately trying to do here 
is to take away from the ratepayer something which he 
shouldn’t take away from the ratepayer, or if he is trying 
to put into the pockets of this company a tax saving which 
rightfully belongs to the ratepayer, if that is this man’s 
theory, then that is why his mind has conceived this de¬ 
vice whereby that theory might be put into practice, and 
I just want it clear on this record that that is what is back 
of his mind. 
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I also want to test his theory by inquiring what he would 
do if the shoe were on the other foot. Now, I think per¬ 
haps there is where Your Honor stopped me, when Lwas 
trying to put the shoe on the other foot, to show what he 
would do. I want to ask him what he would do or What 
would he recommend be done if the company, at some stage, 
which he said might occur within 8 years, was collecting 
less from the ratepayer than the amount required for' tax 
purposes. Of course, that is where the shoe hurts, be¬ 
cause I am quite sure this witness, in such instance, would 
petition or recommend that the company petition the 
Federal Power Commission for the additional tax jthat 
they would be required to pay. 

In other words, it is just a one-way street, this theory 
[1487] of his. 

That is, in substance, the purpose of the cross-examina¬ 
tion. I don’t want to pursue a line of inquiry that ihmr 
Honor feels is immaterial, but I think perhaps as we go 
through this computation it will come out in perhaps bolder 
relief. 

Trial Examiner: All right, go ahead. 

Mr. Dougherty: Might I make a comment? 

Mr. Littman, it is not my understanding that you aSked 
Mr. Shuttleworth what, after having computed what the 
income tax change would be if, on his tax return, he used 
4 percent instead of 3 l /> percent depreciation provision, 
would be done with that saving. The statement we handed 
to vou bv Mr. Shuttleworth had on the front of it this 
language: “Statement of Possible Reduction in Income 
Taxes if Mississippi River Fuel Corporation should file 
such Taxes with a 4% Depreciation Provision instead of 
the 3M>% Provision Allowed in this Case”. 

Now this exhibit simply shows the computation he made 
to arrive at that result, and while I have no objection to 
your inquiring of the witness what disposition he thijnks 
ought to be made of the tax difference, it is not my under¬ 
standing that this exhibit was asked to show, nor was this 
statement written up to show, what would be done with it. 

Mr. Littman: I think I get your theory, but I thinkj as 
we go along you will agree that it is very important to 
[1488] know where he is going to apply the tax saving, 
because you don’t know what your taxes are until you 
apply the tax saving. 

Mr. Doughertv: All I had in mind- 
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Mr. Littman (Interposing;): I think we will save a little 
time. 

Mr. Dougherty: All I had in mind was that this state¬ 
ment -was not directed toward that point. You asked him 
to show the computation, and that is what he did. 

Mr. Littman: Well, I want to get the witness’ theory. 

Mr. Dougherty: That is all right. 

Mr. Littman: In other words, we think that if it is the 
witness’ theory that he should charge the ratepayers with 
twice the taxes that the company is actually required to 
pay, we think the Commission ought to know that that is his 
theory. 

Trial Examiner: All right. 

Mr. Littman: Because, you see, the computations are 
merely the way that the witness adopts of putting his 
theory into effect. 

Mr. Dougherty: I am not sure that I agree with you on 
that, but we can argue that some other time. 

Mr. Littman: You mean you think the company ought 
to collect twice as much as it pays? 

Mr. Dougherty: I don’t think that, but I think that 
theory has nothing to do with the manner in which the 
computation w*as made. 

[1489] Mr. Littman: I think you will find out that it does, 
very soon. 

By Mr. Littman: 

Q. Is it your theory that the excess revenue—looking 
at the second line of Schedule A of Exhibit 60 for Identi¬ 
fication—is it your theory that the excess revenue over 
and above a 6M> percent return, or rate reduction, which¬ 
ever you want to call it, is precisely the same regardless 
of the amount of Federal Income Taxes paid? 

A. I vrould say so, yes. Under my theory that any sav¬ 
ing, any saving due to an increased depreciation provision 
in the return, is merely the cashing in of the tax basis and 
belongs to the company, my theory is that the excess reve¬ 
nue is identical in both instances. 

Q. So your answer to my question is “yes”? 

A. Yes. 

Q. Now, if you had increased the excess revenue of 
$1,597,111, shown in column 2, by the amount of the taxes 
which you would not pay under the 4 percent depreciation 
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provision, amounting to $84,464, that would reduce the 
taxable net income, wouldn’t it? 

A. It would. 

Q. In other words, it would reduce the taxable net in¬ 
come figure of $1,265,897, shown at about the middle of the 
page, in column 2, under the 4 percent? 

[1490] A. That is correct. 

Q. It would reduce your taxable net income by $84,464, 
wouldn’t it? 

A. That is correct. 

Q. And then, with your taxable net income so reduced 
as to reflect the tax saving, when you applied the tax rates 
as shown in your computation of taxes, you would have, of 
course, taxes less than $552,505, shown in column 2, wouldn’t 
you. 

A. That is correct. 

Q. In fact, your income subject to excess profits t^x, 
shown as $101,419, under the 4 percent depreciation pro¬ 
vision column, column 2, would be reduced $84,464, so that 
it would be only an excess profits tax of $16,956; isn’t that 
correct? 

A. That is correct. 

Q. Now, you told us that the total tax figure of $552,505 
appearing at the bottom of the middle column here, undler 
the 4 percent depreciation provision, would be reduced 
if you had applied the $84,646 tax saving as a further Re¬ 
duction in revenue, didn’t you? 

A. That is correct, if that method were used it woiild 
result in a lesser amount than $552,000. 

Q. So that we now have another reduction in revenue 
available, bv reason of the further reduction in taxes, have 
-we not ? j 

[1491] A. That is right. Then we could put that up!at 
the top and start again, and could finally get down to zeRo, 
or approach it. 

Q. We will get there pretty soon under your method of 
computing taxes. And of course, this process continues. 
That is, the reduction in revenues results in a reduction! in 
taxes, and a reduction in taxes is available for a further 
reduction in revenues—that is obviously true, isn’t it? 

A. It seems like it is endless, it approaches infinity in 
the end. 

Q. You finally get down to zero? 

A. That is right. 
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Q. Wliat your computation in Exhibit 60, Schedule A, 
reflects is simply the saving in taxes due to your com¬ 
puted excess of $1,597,000 of earnings over the 6 1 /* per¬ 
cent return, and it stops there—is that correct? 

A. That is correct. 

Q. In order to compute the tax saving and the resultant 
increased amount of excess earnings available for a rate 
reduction, which in turn results in increased tax saving, 
which in turn results in increased excess earnings, you 
either have to carry out the calculation several times or 
else make use of a formula, don’t you? 

A. That is correct. 

Q. And have you done either? 

[1492] A. I have not done either. 

Q. The formula which you set forth in Schedule B of 
Exhibit 60, is in reality nothing more than a recapitula¬ 
tion of the tax provisions, isn’t it? 

A. That is all. 

Q. For instance, the part in parentheses up near the top, 
take the first two lines where parentheses appear, is simply 
the Section 735 relief, isn’t it? 

A. Yes; that also includes a little more than that, it 
takes in the excess profits tax and the rate, less postwar 
credit, and the normal tax at 40 percent. 

Q. You are now' talking about the portion in brackets, 
and I w'as talking about the portion in parentheses. 

A. Oh, in parentheses, what you state is correct. 

Q. Now' the portion in parentheses—let me see if I can 
state it clearly and concisely so as to save time—in order 
to compute the amount of relief under Section 735, you 
4ake the taxable net income, which appears as “x”, in your 
first parenthetical portion? 

A. That is right. 

Q. And you divide that amount by the MCF sold in the 
taxable year, which amounts to 45,190,533 MCF? 

A. Those wrere the sales in 1943, yes. 

Q. So the answer is “yes”? 

A. Right. 

[1493] Q. Now, that gives you your unit net income, 
doesn’t it? 

A. That is correct. 

Q. Then you take one-half of the unit net income, which 
I presume is the reason why you have the 2 under the 13,- 
971,339—is that right? 

A. That is right. 
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Q. You take one-half of the unit net income and multi¬ 
ply it times the excess output of 13,971,339 MCF? 

A. That is correct. 

Q. And may we parenthetically insert at this point that 
the 13,971,339 MCF of excess output is arrived at by taking 
the 45,190,533 MCF of output in 1943, which was your total 
sales in 1943- 

A. That was the total sales in 1943. 

Q. Sales and Output I am using as synonymous. 

(Continuing:)—subtracting from that your normal 
output in your base period, which is 31,219,194 MCF, leav¬ 
ing a so-called excess output of 13,971,339 MCF, is that 
right? 

A. That is correct. 

Q. And when you take that so-called excess output in 
your taxable year, and multiply it times the unit whicl^ we 
just mentioned a minute ago, that will give you the amount 
of dollars allowed by the Treasury Department as Seqtion 
735 exemption, is that right? 

[1494] A. Multiply it by one-half of that, the half enters 
into it; one-half of the unit net income by the excess, g^ves 
you that. 

Q. As a matter of fact, on Schedule F of Exhibit 14, 
you show just how you arrived at it, and you show the 
Section 735 relief as being $212,326 in 1943? 

A. That is correct. 

Q. That is the 6th line there? 

A. That is correct. 

Q. So that all this first couple of lines, in the portioyi in 
parentheses, is simply a recapitulation of the tax laws 
themselves? 

A. With the substitution of our own applicable figures, 
yes. 

Trial Examiner: We will take a recess of five minptes. 

(Whereupon, a five-minute recess was taken, after wiich 
the hearing was resumed as follows:) 

[1495] Trial Examiner: Come to order please. 

By Mr. Littman : 

Q. Continuing with Schedule B of Exhibit 60, the figjure 
of 968,793 appearing in the first line of the formula is the 
base period net income exemption, is it not ? 

37—9181 
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A. Plus the $10,000 specific exemption, I think. 

Q. The .855 figure is the net excess profits tax rate, is it 
not? 

A. That is right, the excess profits tax rate, less the ten 
per cent post-war credit. 

Q. The .40 appearing in the formula is the normal and 
surtax rate? 

A. That is correct. 

Q. And the figures are arranged in the formula in the 
same manner as the tax return computations are made ? 

A. That is correct. 

Q. If you let “x” equal the taxable net income, then “y” 
equals the amount of taxable net income after taxes, does 
it not? 

A. “Y” equals the amount that you have left of the tax¬ 
able net income after the payment of taxes. 

Q. Which is another way of saying the same thing, really, 
isn’t it? 

A. No, not exactly. The taxable net income that you 
mentioned in your statement is in “x” but it is not in “y”. 

[1496] Q. Isn’t “y” the amount of taxable net income 
after the tax? 

A. Well, it isn’t taxable net income because the taxes 
have been paid. It doesn’t amount to anything, it is just 
the word “taxable” that I am objecting to. It is taxable 
before you pay your taxes, but after you pay your taxes it is 
not taxable net income. The word “taxable” should not 
be used in connection with the amount after the taxes are 
paid. You start out with the taxable net income, then you 
pay your taxes, and then you just have net income; your 
taxes having been paid, the net income is no longer taxable. 

Q. So that in order to find “y”, as a mathematical matter 
you would simply deduct the amount of taxes from “x” and 
that would give you “ y ” ? 

A. That is correct. 

Q. The amount of return allowed by a regulatory agency, 
with other income added and other income deductions sub¬ 
tracted, is not the same as taxable net income per tax returns 
after taxes, is it? 

A. Will you read that question back, Mr. Grover? 

(The question was read by the reporter.) 


A. I am not sure that I follow that question, “pe}r tax 
returns after taxes”. I am not clear as to what you ifiean, 
Mr. Littman. 

Q. Let’s put it this way. The amount of return allowed 
[1497] by a regulatory agency, with other income added^ and 
other income deductions subtracted, which is the method you 
used for arriving at your income tax- 

A. (Interposing:) In this calculation. 

Q. (Continuing:)—is not the same as the taxable net 
income per tax returns after taxes, is it? 

A. I don’t know what you mean by “per tax returns after 
taxes.” 

Q. Let me rephrase it to say—is not the same as the tax¬ 
able net income per tax returns, minus the taxes actually 
paid? 

A. I would think that would be a rare instance in wjhich 
that would occur, because there might be always some little 
adjustments back and forth, and I doubt if you can set a 
rate that would bring the allowable return exactly eiery 
year. j 

Q. And there might be some big adjustments? 

A. Oh yes. There might be this depreciation adjustment 
here. 

Q. It is, in this case, a big adjustment? | 

A. Yes, $107,000. 

Q. That is because, for purposes of your income tax re¬ 
turns, in actual practice you use a 4% depreciation rat4 as 
a deduction? 

A. We hope to, Mr. Littman. 

Q. And you have used it? 

[1498] A. We have used it, but they have not yet been 
reviewed and we are very dubious as to whether that will 
be allowed. 

Q. Well, we have been over that before. 

A. That is right. I 

Q. The difference between using the 4% depreciation 
basis and the 3^% depreciation basis is quite a laf-ge 
adjustment, isn’t it? 

A. It would result in a large adjustment if we could 
manage to keep it. 

Q. Now all your formula does is to show what the taxable 
net income would be, assuming that the tax returns are 
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prepared on exactly the same basis as the figures in Exhibit 
14 for Revenues and Expenses, isn’t that right? 

A. Will you read that question back, Mr. Grover? You 
are still talking about Schedule B? 

Q. Yes, I am talking about your formula in Schedule B. 

(The question was read by the reporter.) 

A. That is correct. 

Q. Nowhere in your schedule do you refer to the taxable 
net income per tax returns ? 

A. As actually filed, you mean? 

Q. Yes. 

A. No, I do not. 

Q. Of course the company’s tax returns are not prepared 
on the same basis as Exhibit 14 because, for instance, you 
[1499] aren’t permitted to reflect future increases in labor 
costs as a deduction for tax purposes? 

A. Oh no. 

Q. So that your tax returns aren’t prepared on the same 
basis as Exhibit 14 was prepared? 

A. Not at all. 

Q. You have computed the non-taxable income under Sec¬ 
tion 735 relief just as if the rate reduction applied to the 
overall operations, instead of only to the wholesale sales, 
isn’t that correct? 

A. I have, at no place in my exhibits, attempted to make 
an allocation. My exhibits are based upon an overall re¬ 
duction because I cannot incorporate in my figures an allo¬ 
cation which must be made after the overall figures are 
prepared. 

Q. In other words, to make sure that we understand your 
exhibit, in all of your tax computations you have computed 
the Section 735 relief under the Revenue Act upon the as¬ 
sumption that the Commission is going to reduce all of your 
excess earnings down to a 6M> per cent on both regulated 
and unregulated sales? 

A. That is correct, yes. 

Q. Now, of course, you know that in this case the Com¬ 
mission, if it follows the testimony that everyone seems to 
have offered here, will simply reduce the resale rates, the 
interstate resale rates of your company, isn’t that right? 
[1500] A. That is correct. 

Q. And when the Commission gets around to doing that, 
your relief under Section 735, on that basis, would be much 



greater, you would have a much greater credit on that basis, 
than you would by assuming that the Commission is going to 
reduce all of your rates, isn’t that right? 

A. No, sir. 

7 I 

Q. Have you computed it? 

A. No. If you want to make an allocation of the total 
income tax that our corporation at present pays, you wpuld 
take about 35 per cent, that being the amount, roughly, of 
wholesale sales, and take 35 per cent of our total income tax, 
and it would result in a figure very similar to this figure. 

Q. What you say would come to pass only if the company 
voluntarily were to reduce its rates for gas sold directly to 
ultimate consumers down to a point where it will earn pnly 
a 6 Y 2 per cent return on those sales, isn’t that right? 

A. That is correct. Of course, all of my exhibits ancl all 
of Mr. Blease’s are predicated upon that one factor, ^hen 
the allocation can be made later. 'We have not attempted, 
in our accounting exhibits, to make an allocation between 
the regulated business and the unregulated business. 

Q. Well, Mr. Blease didn’t make any allocation, did he? 

A. He did not. 

Q. And Mr. Blease did not have any of this Section 735 
[1501] relief anywhere in his exhibits, did he? 

A. He did not. 

Q. And that was because the relief applies to excess 
profits taxes? 

A. That is right. 

Q. And he testified that the company would not havp to 
pay excess profits taxes on his theory? 

A. Not certainly on his figures because his accounting ad¬ 
justments in effect deducted them twice, so that he would not 
have any excess profits tax. 

Q. I don’t want to take the time here to talk about \yhat 
Mr. Blease did. I am talking here first—we know what he 
didn’t do. We both agree that he didn’t apply any of this 
Section 735 relief anywhere in his exhibits, isn’t that right? 

A. As I stated, he took a very inconsistent position so 
that he would not have to do so. 

Mr. Littman: I am going to ask that this witness bej in¬ 
structed to answer my question, and move that the portion 
that is not responsive, the portion of his answer, be stricken, 
for the purpose of saving time. I don’t want to discuss 
with this witness what else Mr. Blease may have done or 
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may not have done. I am simply trying to elicit the thing 
that is so clear that a seven-year-old student could answer 
it with a yes or no. Mr. Blease did not have any Section 
735 relief anywhere in his exhibits. 

[1502] Trial Examiner: I think the witness answered that 
question, didn’t he? 

Mr. Littman: He answered that and about five others that 
I didn’t ask him. 

Trial Examiner: All right, let’s go ahead. 

By Mr. Littman: 

Q. So you don’t know what Mr. Blease would have 
done with this Section 735 relief provision if he had found 
that the company would have had to pay some excess 
profits taxes, do you? 

A. I do not. 

Q. All right. Now let’s see what you did. Mr. Simonds, 
in his Exhibit No. 44, Schedule A, as most recently supple¬ 
mented, shows that on that basis of allocation the company 
is earning a return in excess of 6M> per cent return on its 
interstate wholesale business, of $191,000—do you recall that 
figure ? 

A. I think that is correct. 

Q. On that theory, if the Commission were to adopt that 
it would reduce the interstate wholesale rates by that 
amount, would it not? 

A. Yes, sir. 

Q. Now if you computed your Section 735 relief on 
the basis of a rate reduction in the interstate wholesale 
or regulated sales, rather, of $191,000, you would not have a 
figure of $192,423 entitled “Income Subject to Excess 
Profits Taxes”, would you? 

[1503] A. No, I would have less Section 735 relief and also 
less income subject to excess profits tax, but the difference 
would not be the whole amount of $191,000. 

Q. You said “less relief”, you meant more relief? 

A. Less relief and less excess profits tax, both. 

Q. You mean a greater credit. 

A. No, a lesser credit. We are talking about Section 735 
relief and if you will return to the formula you will find 
that you divide “x”, the taxable net income, which is re¬ 
duced by $191,000, and that will arrive at a slightly less 
unit net income, so that the relief will be less. 
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The Trial Examiner: If the net income is less than;the 
relief would be less? 

The Witness: That is right, by one-half of the difference, 
approximately. 

By Mr. Littman: 

Q. Well, if you reduce your rates by $191,000, instea<jl of 
by $1,597,000, which is the overall rate reduction, are you 
telling us that your net income would be less? 

A. Oh no. I was assuming that the reduction was a re¬ 
duction from the gross revenues, as shown on this schedule, 
of $191,000, in which case both the income subject to excess 
profits tax, and the Section 735 relief, are lessened by sqme 
amount. 

Q. If your rates were reduced by $191,000, which is what 
your company contends is the proper rate reduction in ihis 
[1504] case, applicable to only the interstate wholesale 
business, would your company’s earnings be greater or less 
than if your rates were reduced by the amount of $1,597^111 
applicable to all of the rates, both regulated and unregu- 
latedJ 

A. Of course our company’s income would be greate|. 

Q. And of course your company’s credit for relief un|der 
Section 735 would be much greater, wouldn’t it? 

A. It would be, in that case, greater. 

Q. But that isn’t the way you computed it; you assumed 
that there would be a rate reduction overall, over the com¬ 
pany’s entire sales, both resale and direct sales, in 'the 
amount of $1,597,000? 

A. I did that, yes. 

Q. Well, do you expect the company to voluntarily j re¬ 
duce its rates to its direct customers in the same proportion 
as the Commission reduces the rates to the regulated whole¬ 
sale customers? 

A. No, but I do not see, Mr. Littman, how I can possijbly 
make an allocation before I even start out to get the figures. 
You were asking me to do the impossible. I have to assume 
an overall reduction, find out how much of that reduction 
applies to the regulated business, and give them their sh^re 
of it. Our income tax, you understand, is $1,000,000 m!ore 
than I show here. Are you suggesting that the regulajted 
business pay some portion of that $1,000,000 too ? If sit 
[1505] would increase these figures at the bottom. 
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Q. No, all I was suggesting, Mr. Shuttlewortb, is that you 
assess against the rate payers only the amounts that you are 
going to pay for taxes, that is all I am suggesting. I don’t 
think that is unfair. 

A. I am assessing against the rate payer a much less 
amount than we are actually going to pay for taxes. 

Q. In the future, if your rates are reduced, you mean? 

A. Much less. A reduction of $191,000, of which you 
speak, will reduce our taxes, our income, I mean, approxi¬ 
mately $40,000, our net income. 

Q. Well, is your theory now changed, that you don’t want 
this Commission to so fix rates as to permit you to recover 
from the rate payer the amounts that you are actually 
going to be required to pay for income taxes? 

A. We do not expect the Commission to ask from the 
rate payer more than a small portion of the high excess 
profits taxes that we do actually pay. We are only assessing 
against the rate payer an amount of excess profits tax in the 
first column of Schedule A, of $164,000. About 35 per cent 
of our business is regulated. Our total excess profits tax 
is $1,100,000. If we were to assess against the rate payers 
their proportionate share of excess profits taxes, it would 
mean that the rate payers would have, instead of $164,000, 
about $385,000. I have not done that. 

[1506] Q. Will you now answer my question, please? 

A. I think I answered it. 

Q. I think it can be answered yes or no. 

Trial Examiner: Read the question. 

(The reporter read the question as follows: 

“Q. Well, is your theory now changed, that you don’t 
want this Commission to so fix rates as to permit you to 
recover from the rate payer the amounts that you are actu¬ 
ally going to be required to pay for income taxes?”) 

Trial Examiner: Answer the question. 

The Witness: My theory- 

Bv Mr. Littman: 

Q. (Interposing:) Can’t you answer that yes or no? 

A. There are several things there. My theory has not 
been changed. 
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Q. In other words, yon still want to collect more from 
the rate payer than you are actually going to be required to 
pay for taxes? 

A. I only wish to collect from the rate payer just the 
amount that he should actually pay. 

Q. Which is more or less than what you are going to 
actually pay? 

A. Less than what we are going to have to pay. i 

Q. Well, now, that is exactly the opposite from what you 
said earlier in your cross examination. Do we have to go 
[1507] back over that again? 

A. We will have to go back over it, then, because I have 
never changed my theory in this case. My theory is in¬ 
corporated in Schedule A of Exhibit 60, in the first column, 
as to the amount that the rate payer should pay. 

Q. Well, let’s look at the credit now again and see whether 
you have done that. If this Commission were to accept 
your theory of this case and reduce rates $191,000, would 
your company get a larger or smaller credit for Section 735 
relief than that which you have shown in your Exhibit 60? 

A. It would get a larger credit. 

Q. Now is that what you mean by collecting from the rate 
payer exactly the amount that you are going to Actually 
have to pay for taxes; is that what you mean by th^t? 

Mr. Dougherty: I object, if the Examiner please, this is 
getting into argument. The question has been answered. 

Mr. Littman: It has been answered three different! ways, 
three different times. I 

Trial Examiner: Go ahead and answer the question^ The 
objection is overruled. 

Witness: Will you read the question, Mr. Grovet? 

(The reporter read the pending question.) 

1 

The Witness: I think so. The excess profits taxes I am 
placing on the unregulated business, except for just a small 
portion that goes to the rate payer. 

[1508] By Mr. Littman: : 

Q. You wouldn’t have any excess profits tax to assess 
against these regulated customers if you computed! the 
credit on the basis of a $191,000 rate reduction, would you? 

A. Why certainly. If we give them all the credit of 
course we won’t have—but do they get all the credit? 

i 
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Q. You have $192,000 for excess profits taxes, and if 
the credit is $191,000, certainly, so far as these regulated 
customers are concerned you wouldn’t have any excess 
profits taxes to pay, would you, except a few dollars, a 
very insignificant amount? 

A. The $191,000 is already taken into consideration 
many times on line 2 of this schedule. I do not assume that 
they will reduce our rates $1,597,000 plus $191,000. 

Q. But you did assume that your rates would be reduced 
$1,597,000? 

A. I did not make that assumption as a whole, but that 
sbme portion of that, whatever portion of that excess 
revenue belongs to the regulated business, our rates will 
be reduced by that. But I have no way, in an accounting 
statement, to determine what portion of that $1,597,000 
belongs to the regulated customers and what belongs to 
the unregulated customers. 

Q. You have no way of finding out—did you try to find 
out, Mr. Shuttleworth? 

A. I made an accounting study. You have engineers to 
[1509] examine on the allocations, not me. 

Trial Examiner: Why did you deduct that $1,597,000 
from the gross revenues in this calculation? 

The Witness: So that the entire excess revenues, as 
shown by my Exhibit 14, would be eliminated, and the 
excess profits tax on that figure would be eliminated from 
the income tax calculation. 

Trial Examiner: And those so-called excess revenues 
are excess revenues derived from all sales? 

The Witness: All sales, and that represents the excess 
over an assumed return on the rate base of 6M> per cent. 
I have no way of allocating that at this stage of the game. 

Trial Examiner: You couldn’t have put another set of 
brackets in this formula, could you? (Laughter) 

By Mr. Littman: 

Q. Well, there isn’t any question but that the credit that 
you have allowed or reflected in your Exhibit 60, for 
relief under Section 735, is not the actual credit that you 
will get if the rates were reduced in the amount of $191,000 
by the company, in this case? 

A. That is correct. 
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Q. Now the net income, per your tax return, in 1943 was 
$2,815,497, was it not? 

A. I think that figure is correct, I can check it. 

Q. That figure does not appear in your exhibits anywhjere ? 
[1510] A. No, but I can tell you in just a momentj It 
is $2,815,496.74. 

Q. You show an excess revenue overall, over and apove 
a 6 V 2 per cent return, of $1,597,112 which, when deducted 
from the taxable net income figure per your tax return, 
leaves a taxable net income of $1,218,385—is that ri£ht? 

A. It would be about that. I don’t believe it is shown 
in just that way on this exhibit. 

Q. Well of course you didn’t use the taxable net income 
per tax returns? 

A. That is right. 

Q. In other words, if you had used the taxable net income 
per your company’s own tax return in 1943, as actually 
reported by the company, you would have had a lower 
net taxable income after reflecting the rate reduction, than 
the one that you used in Exhibt 60, is that right? 

A. Of course that is right. That income tax has certain 
tax adjustments that may or may not occur in any other 
year. 

Q. Now your excess profits credit is $1,181,119, js it 
not, as shown in Schedule A of Exhibit 60? 

A. I think that is correct; it is shown in three amounts 
here. 

Q. Yes, and those amounts are: Section 735 relief— 
$212,326; base period net income credit—$958,793; jand 
specific exemption—$10,000, which, when added together, 
[1511] will give you an excess profits tax credit of $1,181,- 
119? 

A. That is correct. 

Q. Now if you deducted, as properly should be de¬ 
ducted, the excess profits tax credit in that amount, fjrom 
the taxable net income after your indicated rate reduction, 
namely, $1,218,385, you would have only $37,266 subject 
to excess profits taxes, wouldn’t you? 

A. That is rather a long and involved statement, aftd I 
object to the word “properly” in it. I cannot answer! yes 
with that word in there. I think that is most impropet. 

Q. All I said was that it was proper to deduct youij ex¬ 
cess profits credit from your net taxable income in ord4r to 
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arrive at the income subject to excess profits tax—you 
don’t object to that, do you? 

A. I certainly do. I object, in a statement of this kind, 
to running in tax adjustments for the year 1943 which will 
not occur again and which have been thrown out, as a mat¬ 
ter of fact, some of them, by the examiners, as non-recur¬ 
ring items. 

Q. Well, did the examiners throw those things out of 

vour income tax return? 

* 

A. Oh no; as a matter of fact they deducted them twice. 

Q. The Government did not throw them out of your in¬ 
come tax returns, did they? 

A. Some sixty thousand odd dollars was taken out of 
the income tax return. Mr. Blease allowed for that twice. 
[1512] Q. You mean the $60,000? 

A. That is right. 

Q. Well, we don’t agree "with that at all. But the sum 
and substance of the matter is that your taxable net in¬ 
come would be $1,218,385 if you deducted your excess reve¬ 
nues of $1,597,112 from your taxable net income per tax 
return? 

A. That is correct. 

Q. And if you deduct from that your excess profits tax 
credit in the amount of $1,181,000 shown on Exhibit 60, 
you would have only $37,266 subject to excess profits tax? 

A. Under such a calculation as that, that would be cor¬ 
rect. 

Q. And you would simply take 85.5 per cent of that to 
determine your excess profits tax, which would be about 
$31,826, is that right? 

A. Yes, upon such a calculation that would be the figure. 

Q. Your normal and surtax is $472,448. If you have any 
quarrel about this it is your figure near the bottom of the 
first column of Exhibit 60, Schedule A—is that right? 

A. That is right. 

Q. The total tax on that basis would be $504,310, in¬ 
stead of $636,969, which you allowed? 

A. Predicated upon that method of calculation, that 
would be the result. 

Q. In other words, that would be the result if you had 
started, as the Commission’s staff did, with the company’s 
[1513] taxable net income per tax returns as made to the 
Government, and filed with the Treasury Department ? 
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A. That is right; that is what the Commission’s jstaff 
did, yes. 

Q. Well, the difference then, between the tax which 
would be paid under the staff’s method of starting out 
first with the company’s taxable net income per tax re¬ 
turns, and the method which you used, is $132,659? \ 

A. I assume that that is the correct subtraction. 

Q. If we deducted that amount, which is an additional 
tax saving that the staff computed, which is more of a tax 
saving than you found, if we deducted that from your 
taxable net income of $1,218,385, it would leave $1,0851,726, 
will it not? That is, going back to the taxable net income 
per tax returns, and deducting this saving, this additional 
tax saving? 

A. You mean you have arrived at a certain tax and that 
you are going to start now all over and deduct that | and 
work it down again? 

Q. Yes, we are going to work your method. 

A. All right. 

Q. Is that right? 

A. You can do that. I don’t believe that the Bureau 
will hold still for it, but you can do it on your assumption. 

Q. But it is the method which you used, isn’t it? 

A. No, the method that I used is shown, it seems tq me 
[1514] rather clearly, in Schedule A of Exhibit No. 6p. 

Q. And that method does not reflect the tax saving in 
your starting figure of taxable net income, does it? 

A. I think that it reflects quite a tax saving. Our actual 
taxes paid for the year 1943 are $1,000,000 more than I 
show, so there is a $1,000,000 saving there some place, j 

Q. Didn’t you say a while ago that you didn’t credit 
the tax saving of $84,463? 

A. I did not. I do not credit it any place. I think ihat 
the rate payers should pay, assuming that the total re¬ 
duction of $1,597,000 which would be the excess revenue 
as shown by the company’s exhibit, over a 6 V 2 per cent 
return. j 

Q. Assuming that the Commission were to find other¬ 
wise, and to want to reflect all tax savings in the taxable 
net income, you would very quickly get out of the excess 
profits tax bracket, wouldn’t you? 

A. By your system I think that we could get out even 
at our present business figures, were we allowed to just 
continue to work down to an answer and deduct the ansvfer, 
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and then work back down again, and I believe it would 
approach zero as a limit. 

Q. Of course we are using your method now, not our 
method. 

A. That isn’t my method. 

Q. Do you have a formula whereby you can compute the 
taxable net income before income tax savings, where that 
quantity is unknown, and also find the amount of tax that 
would have to be paid—do you have a formula to suggest 
[1515] on that? 

A. That formula is on Schedule B. 

Q. That is what Schedule B is supposed to be? 

A. That is right. 

Q. In other words, if you have two unknowns, namely, 
taxable net income and the tax which must be paid, you say 
that by your formula contained on Schedule B of Exhibit 
60 you can find those two unknown quantities through that 
formula, is that right? 

A. That is not correct, Mr. Littman. 

Q. Well, what is correct? 

A. The formula cannot be solved with two unknowns. 

Q. Do you mean by you, or by anybody? 

A. By anyone. One of those must be known. If you 
know “x” you can find “y”, and if you know “y”, you 
can find “x”, but you cannot find both “x’ and “y” know¬ 
ing neither one of them. 

Q. That is your testimony, that there is no way in the 
world to find out the taxable net income after reflecting the 
tax saving, and also find out the tax that would be paid 
under a given rate reduction? 

A. That was not what I said, and that was not what you 
asked, Mr. Littman. You said that with this formula of 
two unknowns, when you do not know the taxable net income 
and you do not know the amount remaining after the pay¬ 
ment of taxes, will this solve it. That will not solve it. One 
[1516] of those unknowns must be known. 

Q. By your method how do you reflect in your taxable 
net income the income tax saving by reason of a rate reduc¬ 
tion, 'which is “x”, which you say is something that you have 
got to know before you can start to calculate ? 

A. You know the return, the rate of return, and you 
know the amount of interest on long-term debt, and that 
leaves a certain amount of money which you must have 
after the payment of taxes, or assuming that you can make 



your rate of return. Then you know one of these unknowns, 
you know the amount to remain after the payment of taxes, 
which is “y”, and when that is substituted for “y” in! the 
formula, then you have only one unknown, and the equation 
is solved. 

I 

Q. After you lind out what the one unknown is, then|you 
have a known amount? 

A. You have a known amount, and then there is one 
unknown and the equation is solvable. It otherwise isj not 
solvable. 

Q. Perhaps we had better look at your formula and apply 
it to some specific figures and see how it works. Please 
turn to Schedule B of Exhibit 60. “X” represents! the 
taxable net income before taxes, is that right? 

A. That is correct. 

Q. And “y” represents the taxable net income dfter 
taxes? I 

A. That is correct. 

Q. Now by your formula “x” equals 4.644Y minus 
[1517] 2,047,046, is that right? 

A. That is correct. 

Q. That figure of 2,047,046 is simply a factor in 4our 
formula, isn’t it? 

A. That is correct. 


Q. Will this formula of yours yield correct results in all 
circumstances? 

A. I do not claim infallibility for it. 

Q. Well, is it a workable formula, or isn’t it? 

A. It arrives at the figure which I have used. 

Q. You mean it is only good when you apply it to thi^ set 
of figures, and doesn’t work as a formula the minute you 
change some of the figures? 

A. No, you can’t change a single figure up in here and 
have it work correctly. 

Q. Well, will you tell me what use you would make of fhis 
formula if, for instance, your interest were $1000 different 
than what you show in your Exhibit 60 ? 

A. What was that question, Mr. Grover? 


(The pending question was read by the reporter.) 


A. If the interest was $170,000, do vou mean, 
$171,000? 

Q. Yes, just take that as an example. 


instead of 
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A. It would reduce the taxable net income by some figure 
approximately, I would say, 80 per cent of the $1000. 

[1518] Q. Well, your formula would work in that in¬ 
stance? 

A. That is right. 

Q. When would your formula go off the beam? About 
what amount in interest would you have to reach to start 
getting off the beam? 

A. None. It gets off the beam if you have a different 
volume of sales or a different net earnings to start with. 

Q. Well, isn’t what you are trying to find out in a rate 
case what your net earnings should be under these various 
circumstances, and that depends on what the proper tax 
amount is; isn’t that one of the main inquiries in a rate case 
of this kind? 

A. That is my understanding. 

Q. Do you mean to say that if you should start out with 
a different net earnings figure your formula doesn’t work 
any more, is that it? 

A. No, it has to be entirely recalculated, starting at the 
top and putting in the different net earnings figures, so that 
you arrive at a different relief and you have a different fig¬ 
ure against which to apply your excess profits tax rate and 
your normal and surtax rate. 

Q. Where is the net income figure in your formula ? 

A. It is “x”. 

Q. “X” could be anything? 

A. That is right. 

[1519] Trial Examiner: You are speaking now about the 
application of the formula, rather than the formula itself? 

The Witness: Yes sir. Also it has certain figures as to 
volumes which if they were in any way changed would in¬ 
validate the formula. 

Trial Examiner: It wouldn’t invalidate the formula, 
would it, it would only invalidate the result? 

The Witness: That is right. 

By Mr. Littman: 

Q. What use could you make of this formula, then, if you 
changed the figures around? 

A. You would have to work out a new formula, very simi¬ 
lar to this, but it would have some different figures in it. 
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Q. You would have to get a new formula if you had a 
different set of figures? 

A. That is right, as to volumes. 

Q. In other words, you can’t use this formula to get the 
figures, but this is the formula you would have after you |got 
the figures, is that what you mean ? 

A. You have to know your annual sales and your excess 
output, but as far as the money figures are concerned, if 
the volumes aren’t changed it will produce the dollar figure. 

i 

Trial Examiner: You don’t mean you would have to hhve 
a different formula, you mean you simply would substitute 
other figures in the formula; isn’t that what you mean? 
[1520] The Witness: That is correct, provided the vol¬ 
umes remain the same. You would just substitute different 
figures. 

By Mr. Littman: 

Q. In other words, you say that if you don’t assume any 
different volumes of gas, the formula will work all the tilde ? 

A. That is correct, yes sir. 

Q. If you have the same volumes of gas, but different 
interest, it will work just the same? 

A. That is correct. 


Q. All right, we will see if it does. You found “y”jby 
taking 6M> times the rate base and then adjusting for the 
below-the-line items, which are Other Income and Other 
Income Deductions. I am referring to the table appearing 
about three-quarters of the way down on Schedule B of 
Exhibit 60, “Y” being 736,573? 

A. That is right. 

Q. The really significant adjustment is to deduct the in¬ 
terest on long-term debt from a 6 1 /* per cent return, which 
interest is included in that $181,791 figure, isn’t it? 

A. That is correct. 

Q. And that interest amounted to about $175,000 in 1943, 
did it not? 

A. That is right. 

Q. Now the company has 2 1 / 4% notes, does it not? 

A. That is right; they have been called 2Vo% notes tjut 
[1521] the actual interest over the entire period comes to 
about 2.7 per cent. 

38—9181 
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Q. Now if your company had 6% notes, instead of 2 l />% 
notes, your formula would still work, as you have testified? 

A. That is correct. 

[1522] Q. If your income deductions were $418,364, in¬ 
stead of $181,791, shown in Schedule B, what would “y” 
equal? 

A. Other Income remains the same? 

Q. Yes. 

It would equal $500,000, wouldn’t it? 

A. I haven’t worked it out yet. 

Will you read back those figures? 

Q. $418,364. 

A. That would be $510,000 as “y.” 

Q. Well, wouldn’t it be $500,000 even? I wanted to get 
an even number to work with. 

A. That is correct, I made a $10,000 error. 

Q. Now, if “y” equals $500,000, you would still have to 
pay taxes under such circumstances, wouldn’t you? 

A. That is correct. 

Q. Now, let’s apply your formula: “x” equals 4.644 times 
500,000, and I will give you the product of that multipli¬ 
cation, which is 2,322,000. Then, minus the factor of 2,047,- 
046. Will you tell us what answer comes out for “x” by 
that formula? 

A. Unless I have made a mistake, it is $274,954. 

Q. Correct, correct mathematics. 

Now, the taxable net income before taxes, which is what 
“x” is supposed to represent, is $274,954? 

A. That is correct. 

[1523] Q. And the taxable net income after taxes, which 
is what “ Y” is supposed to represent, is $500,000—right? 

A. No, that is wrong. 

Q. Well, $500,000 is “Y,” isn’t it? 

A. $500,000, then, is the amount to remain after the pay¬ 
ment of taxes. 

Q. That is right, that is “Y,” that is what I meant. Isn’t 
that right, that is “Y”? 

A. Yes. 

Q. Using your formula, it looks like somebody paid taxes 
to you instead of you paying taxes to the Government, 

A. You must remember that this tax is predicated on the 
payment of excess profits tax and it ceases to work after 
you throw Section 735 relief into a net income that is not 
entitled to a Section 735 relief. It is very simple. 
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Q. I thought you said a minute ago that this formbla 
would work just as long as you didn’t change the voludes 
of gas; wasn’t that your testimony? 

A. That was, and I had overlooked that fact, that tliat 
was an erroneous statement. It works whenever the amount 
of income before taxes exceeds our excess profits credit.! 

Q. Are you absolutely sure of that? 

A. I am pretty sure of that. 

Q. You are? 

A. Yes. 

[1524] Q. You are pretty sure of that? 

A. I am pretty sure of that. I certainly tried it in two 
or three instances by working it back, and it works. 

Q. Are you as sure now as you were before when you said 
it w T ould work under all circumstances, so long as tpe 
volumes were not changed? 

A. I w^as, as I say, in error about that. It takes into con¬ 
sideration Section 735 relief, and if the money is not suffi¬ 
cient to obtain that relief, you of course don’t get it. The 
formula is very simple if it is below that. It doesn’t require 
this. It is only six-fourths, I believe, of the figure af^er 
taxes that gives you the figure before taxes. 

Q. Let’s be sure about this. Your formula now, you ^re 
stating, will work in all cases except in cases where yjou 
change the volume of gas- 

A. (Interposing:) No, except where the Section 7j35 
relief becomes more, where the Section 735 relief woijld 
reduce the taxable net income below the $968,000. 

Q. When does that happen? 

A. Well, it will happen—you can test it at any time ahd 
find out if it does reduce it below that. In these figures ion 
Schedule A, it does not do that. If you apply it to a tax¬ 
able net income of $1,373,000, it will produce the figure ias 
shown, $636,969. 

Q. To go back a bit, you now say that the volumes of ^as 
[1525] don’t have anything to do with whether your formula 
works or not, is that correct? 

A. Oh, yes, it does. 

Q. Will you state very tersely and briefly the two in¬ 
stances in which your formula won’t work, but will work 
in all others, so we have it clear on the record? 

A. In the first place, the formula will not work if t|be 
volumes of gas are changed. In the second place, Sectibn 
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735 relief applies only to excess profits taxes. In this for¬ 
mula, should the Section 735 relief come to a larger figure 
than that amount of money subject to excess profits tax, 
you would not get the entire amount, you would only get 
the total excess profits tax. 

But this formula would take it off of the normal tax as 
well, if it was above that point, and in that sense it is in¬ 
correct, you would have to test it to find our how much 
excess profits tax credit due to Section 735 relief you had, 
and how much excess profits tax you would have to pay 
before such relief. 

Q. Those are the only two instances? 

A. So far as I know. 

Q. In 1943, your relief under Section 735, as a credit for 
excess profits tax, did not come to a larger amount than the 
amount subject to tax, did it? 

A. Oh, no. The relief, I think, will figure to about 
[15261 $400,000 on the return as filed, as against a taxable 
net income of about $1,100,000. 

Q. So your formula will work on the year 1943? 

A. On any year in which the excess profits tax exceeds 
the Section 735 relief. 

Q. Then it will work in 1943 ? 

A. That is right, it does work in 1943. 

Q. All right. In the year 1943, you show Net Income 
after Payment of Taxes to be $1,239,165, which is your 
letter “y” in the formula. That is shown in Exhibit 13, 
Schedule A, if you want to verify it. Do you have a copy 
here? 

A. I have a copy of it, yes. You say that is on Exhibit 13? 

Q. Yes, Schedule A, it is at the foot of the extreme right- 
hand column. 

A. That is correct. 

Q. Now, that is “y” in your formula, isn't it? 

A. That is correct. 

Q. Now, let’s apply your formula to that figure, and let’s 
see if we get the taxable net income as you reported it to 
the United States Treasurv? 

Mr. Dougherty: Might I inquire there, are these figures 
on this Schedule A, Mr. Shuttleworth, as reported, or are 
these with some adjustments for this 3M> percent depreci¬ 
ation rate? 


The Witness: There is $1,239,000. Of course, to arrive 
[1527] at the taxable net income, that must be added to 
$1,620,000 of income tax that is already deducted above! 

By Mr. Littman: 

| 

Q. We are talking about “y,” not “x;” “x” equals the 
taxable net income before tax, is that right? 

A. That is correct. 

Q. And what is that figure? 

A. If you want me to work that formula back, I will tell 
you that it will not arrive at any figure like that, because 
there is $130,000 worth of tax adjustments, there is a very 
dubious claim for Section 722 relief, none of which iare 
taken into consideration in this formula at all. 

Q. Let’s find “x” without the formula, then. Take your 
taxes in 1943, Federal income, shown in Schedule A of 
Exhibit 13, of $1,620,496, and add that to “y”, which is your 
net income, of $1,239,165, and what do vou get? 

A. $2,850,661. 

Q. Now, that is “x,” isn’t it? 

A. That is “x.” 

Q. Now, let’s use your formula: “x” is equal to 4.644 
times 1,239,165, which is “y,” which would give tou 
5,754,682, is that right? 

A. It would give you about 5,700,000. 

Q. Well, I get 5,754,000. Maybe you want to write t|iat 
down. 

[1528] A. That might be correct. 

Q. Minus your factor of 2,047,046—wliat does that give 
you for “x,” which is the taxable net income before taxes? 

A. We are doing this wrong, are we not? This figure of 
$2,850,000 is “x,” the taxable net income. 

Q. That is right, I am sorry. 

A. That equals 4.644 y minus 2,047,000. 

Q. What figure do you get? 

A. Just a moment. 

Q. Isn’t it 3,707,636? 

A. I don’t see that. I think it is about 1,200,000. 

Q. Let’s go through this, it will only take a minute) 
4.644 times 1,239,165 equals 5,754,682, doesn’t it? 

A. That is right. 

Q. Then you deduct, according to your formula, fr<j>m 
that amount, 2,047,046, leaving 3,707,63*6 as “x”? 


598 


A. That is an adjusted figure of $1,239,000, and was not 
the net income before taxes at all, or anything close to it. 
There are several adjustments up through there. 

Q. Just tell me whether or not the literal application of 
your formula will produce the figure which I mentioned 
as “x”? 

A. It certainly will not in that sort of a set of figures. 

Q. Well, do you mean to tell me that 5,754,682, less 2,047,- 
[1529] 046, w’on’t produce 3,707,636? 

A. It certainly does, but the 1,239,000 is an adjusted 
figure that has no relation whatever to 1,620,000, around 
there. 

Q. But your 1,239,000 is equal to “y,” as you stated a 
minute ago; isn’t that “y”? 

A. That is so, but we have to use the 1,620,000 up there, 
and those two figures have no relationship whatever. There 
are adjustments in here that make this completely out. 

Q. Why isn’t $1,239,165 the proper figure to use for “y”? 

A. Because in this set of figures for 1943, there are sev¬ 
eral adjustments; and our income tax, if we had $1,239,000 
left after the payment of taxes actually, our income tax 
would have been much greater than $1,620,000. 

Q. We are not talking about that, we are talking about 
the formula,—the formula doesn’t work in this case either, 
does it? 

A. Yes, it does. 

Q. Well, the formula gives you $3,707,636. 

A. And that would be the taxable net income before taxes 
if we had $1,239,000 left after the payment of taxes, and we 
did not. 

Q. Well, that is exactly what you show you had left in 
your income statement, Schedule A of Exhibit 13, isn’t it? 
[1530] A. No, there are several adjustments made. 

Q. We have given effect to all of those adjustments in 
this formula, haven’t we? 

A. As reclassified and adjusted for depreciation and the 
actual payments for Federal income tax. That is not de¬ 
preciation as returned in the return at all. 

Q. Well, aren’t those precisely the adjustments that you 
made when you applied your formula for computing income 
taxes in Schedule F of your Exhibit 14, precisely the ad¬ 
justments, to be exact? 

A. Do vou- 

w 
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Q. (Interposing:) Can you answer that “yes” or “rio”? 

A. I don’t know yet until I look. 

Q. I would like to have a “yes” or “no” answer to that, 
and then explain, if you have any explanation to give. 

A. I see no relationship between these two figures ai all. 

Q. Between what two figures? 

A. The Schedule F of Exhibit 14 and the figures on Sched¬ 
ule A of Exhibit 13. 

Q. Well, is there any difference in depreciation? 

A. There is a difference in depreciation—wait jukt a 
moment. 

Q. You used the same depreciation in both instances, 
didn’t you? 

[1531] A. I think that is correct, that the same depre¬ 
ciation was used. 

Q. And that didn’t prevent you from using your foriJiula, 
did it, and applying your formula to the figures sliown 
in Schedule F of Exhibit 14, which are simply derived 
from Schedule A. of Exhibit 13, isn’t that right? 

A. That is correct, but in Schedule A of Exhibit! 13, 
there is a figure of $1,620,000 for income tax that is entirely 
different than the figure that is up here. That throws'this 
whole thing out, so far as this is concerned. 

Q. Why do you have to use the formula at all, if 
you don’t want to know w T hat the new tax figure is going 
to be, w T hat is the purpose of the formula? 

A. Well, if I would take the $1,620,000 out of this sjate- 
ment, I would find then the amount I would have to have 
before taxes, which would be considerably greater th<jn it 
actually was, due to the reduction in the depreciation. 

Q. In other words, what you are saying is that the mifiute 
you try to seek a new tax figure, your formula docjsn’t 
work, isn’t that what you are saying? 

A. No. 

Q. Well, you are criticizing the application of this ifor¬ 
mula where the tax figure is changed, aren’t you? 

A. But you are using this formula on a theoretical tax 
figure, when the actual return of $1,620,000 is something 
[1532] entirely different. 

Q. Now, when does the formula work? 

A. At any time on a theoretical tax return, under, the 
conditions that I have previously stated, where there j are 
no tax adjustments of any kind in the return. 
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Q. Where there are no tax adjustments whatever in 
the return? 

A. That is right. 

Q. In the fair rate of return, or the taxable income ? 

A. I mean in the return of Federal Income Taxes, when 
there are no tax adjustments of any kind. There were 
$130,000 worth of tax adjustments in this figure. 

Q. In other words, the formula only works where you 
know what your rate reduction is going to be before you 
start, is that right? 

A. No. 

Q. That is what you are saying, isn’t it? 

A. I may not make myself clear, but let us for a moment 
refer to Schedule A of your Exhibit No. 60. There, if 
you will apply this formula to the $636,000, you can get 
$1,373,000, or vice versa. You can put those figures down 
and work the taxes and prove it. On that sort of a calcu¬ 
lation the formula is not mathematically incorrect. 

Q. It is only correct when you apply it to the precise 
figures that you have used in your exhibit, is that what 
[1533] you mean? 

A. Oh, no, no, Mr. Littman. 

Q. Well, what figures could you change, anywhere, in 
all of these schedules, and still have your formula work, 
just mention one and then let’s try it and see if it works? 

A. I think on any figure within from about $1,250,000 
of taxable net income up to any amount you would care 
to make, that the formula will work. 

Q. Put your finger on one figure that we should change 
and try your formula out, just give us what item you 
would change, up to that amount, that would permit your 
formula to work? 

A. Add $100,000 to the $636,000 on Schedule A. 

Q. Could you add a million dollars and still have your 
formula wrork? 

A. I see no reason why it won’t, but I haven’t tried 
any figure as high as that. 

Q. You wouldn’t know until you tried it? 

A. No. 

Q. How do you feel, would it work or wouldn’t it? 

A. I believe it would. 

Q. Up to $1,000,000? 

A. Yes. 
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Q. On what figure? 

A. $1,636,969. 

[1534] Q. I don’t see that figure anywhere. 

A. I say, I was going to add $100,000 to the $630,960 
as shown on Schedule A of Exhibit 60, and you say add a 
million. 

Q. Would it work if you added $200,000 to that figure? 

A. I am sure it would. 

Q. If you added $300,000? 

A. I think so. 

Q. How about $400,000? 

A. I think so. 

Q. A million dollars? 

A. I am pretty sure of that. I haven’t tried it,; but 
I am pretty sure of it. 

Q. That is added to your return of how much? 

A. The Federal income tax would be $1,636,000. 

Q. Where is that figure? 

A. I say, if you added $1,000,000 to $636,969 on column 
1 in Schedule A of Exhibit 60. 

Q. Your $636,000 that you are talking about is your 
income tax, isn’t it? 

A. That is the income tax. 

Q. And you know what that is, don’t you ? 

A. That is right. 

Q. And if you assume that you are going to pay $1,000,000 
more income tax, you would know that, and what wpuld 
[1535] you be using your formula for? 

A. To find out what the taxable income might be before 
you had to pay that tax. 

Q. Give us a figure on Schedule A of Exhibit 13 fhat 
could be changed and still permit your formula to w|ork, 
just one? 

A. If w T e would remove the $1,620,000 of income tax as 
actually paid, and would apply the formula to the $1,239,000, 
you would get the amount of income before taxes fhat 
you would have to have in order to have $1,239,000 [left 
after taxes. 

Q. Well, what figure w T ould you change? 

A. This $1,239,000 is the result after deducting $1,620^000 
of income tax. 

Q. We know that, that isn’t what I am asking voui I 
am asking you to give me, to show me a figure under 1043, 
in Schedule A of Exhibit 13, which may be changed, tjhat 
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could be changed substantially, and still leave your formula 
a working one for getting the correct answer? 

A. Let us remove the $1,620,000, which has the effect of 
adding it to, $1,239,000 below. 

Q. Well, you just did that. 

A. All right. That gives the answer. 

Trial Examiner: The hearing is recessed to reconvene 
at 2:00 o’clock. 

(Whereupon, at 12:50 o’clock p. m., a recess was taken 
[1536] until 2:00 o’clock p. m., of the same day.) 

[1537] Afternoon Session 

(The hearing was resumed at 2:00 o’clock p. m.) 

Trial Examiner: Please come to order. 

Whereupon, C. J. Shuttleworth, a witness, having been 
previously duly sworn, resumed the stand and was exam¬ 
ined and testified further as follows: 

Cross-examination (resumed). 

By Mr. Littman: 

Q. Mr. Shuttleworth, assume that your taxable net in¬ 
come per company tax return is $2,815,497, and assume that 
your company’s revenues were reduced by $2,000,484, w'ould 
your taxable net income then be reduced to $815,013? 

A. That is correct. 

Q. Assume that your credit for excess profits tax purposes 
is $963,793, would you be subject to excess profits tax at all? 

A. We w’ould not. 

Q. What would the normal and surtax amount to in such 
event, assuming the figures which I have just given? 

A. $326,005. 

Mr. Littman: That is all. 

Trial Examiner: Any redirect examination of the witness ? 

Mr. Dougherty: Yes, just a little, Mr. Examiner. 

[1538] Redirect examination. 

By Mr. Dougherty: 

Q. Mr. Shuttlevrorth, going back to Exhibit 47, there is 
one question I did not ask you this morning which I wish to 



I 603 

| 

ask you, and that relates to the item of maintenance of 
mains, which on Exhibit 47 is shown as $152,094 under the 
“1943 as adjusted column” in the test year. 

The question was asked you by Mr. Littman abofit the 
maintenance of mains expense in 1940 and 1941, referring 
to Exhibit 14 and schedule E of that exhibit. He brought 
out the fact that maintenance of mains per books bbfore 
adjustments for the years 1940 and 1941 were less than 
they were for the years 1942 and 1943. 

Were any of the expenses or the costs which were charged 
to operating expenses in connection with the river crossing 
breaks in the Arkansas River involved in those charges in 
1942 or 1943? 

A. In both years. 

Q. And were there any such charges in the years; 1940 
and 1941? 

A. There were not. 

Q. Is that the reason why there is that difference of some¬ 
thing in excess of $50,000 for each of the two years! 1942 
and 1943 over the preceding two years? 

A. I do not think that is the wTiole reason, but it; is a 
[1539] contributing factor. 

Q. I think you testified in response to one question of 
Mr. Littman that of the cost involved in the Arkansas River 
break in one of the years, of a total of approximately $400,- 
000 about $50,000 was charged to operating expense|s. 

A. That is right. 

Q. Now, with respect to this tax question, where i^ this 
income tax item of $636,969 found in Exhibit 14? 

A. On schedule F. 

Q. Now, in preparing Exhibit 14 for the four years j 1940 
through to 1943, vrere you attempting to show adjusted 
operating expenses for those years in order to show a 
comparison with figures as shown by Mr. Blease for 1942 
and 1943 in his exhibit on operating expenses? 

A. That is correct. 

Q. And in making the computation of income taxes for 
those years, were you starting with the same assumption 
as he was, namely, with an assumed return at 6M> per cent 
on an investment rate base? 

A. I was. j 

Mr. Littman: Just a minute, please. Start it with the 
net taxable income for tax return. I know you did not ijaean 
to confuse the record on that point. 
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Mr. Dougherty: I thought he started with the figure that 
was the return and then he made certain deductions from it. 
[1540] Mr. Littman: No, I am sure the record shows other¬ 
wise. 

Mr. Dougherty: Take Exhibit 3- 

Mr. Littman (Interposing:) I thought you would readily 
admit that is not w’hat Mr. Blease did. 

Mr. Dougherty: I thought he did. I may be wrrong. 

Mr. Littman: Well, all right. You go ahead. 

By Mr. Dougherty: 

Q. Now, in Exhibit 3, on page 12, schedule 6, Mr. Blease 
has, among other things, on that page a heading “Calcula¬ 
tion of tax.” 

Do you find that, Mr. Shuttleworth ? 

A. I do. 

Q. The first item under that is return at 6Y> per cent 
after deduction of income tax $891,320. 

A. That is correct. 

Q. Now’, there have been certain additions made to that 
w’hich bring it to a figure of $1,033,072.46. 

A. That is correct. 

Q. Then he has made certain deductions, concerning which 
vou have given testimonv before, and after those deductions 
w r ere made there is stated as taxable income after deduc¬ 
tion of income tax $549,605. You see that, do you? 

A. That is correct. 

Q. Now, as I read this exhibit—and if I am wrong I wish 

vou would correct me—the w r av Mr. Blease determined the 
•• * 

[1541] normal and surtax figures, on the assumption of hav¬ 
ing that return left to the company after operating expenses, 
was to multiply the taxable income after deduction of in¬ 
come tax by a fraction of 40/60? 

A. That is correct. 

Q. And that gave him the tax? 

A. That is right. 

Q. After w’hich, by adding the tax, the computed tax to 
the taxable income after deduction he came to a figure of 
$916,009.11, which he calls taxable income before tax. Is 
that your understanding? 

A. That is my understanding. 

Q. Is that amount less than the excess profits credit w’hich 
the Mississippi Company has? 

A. That is right. 
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Q. Mr. Sliuttleworth, so long as the taxable inctime of 
the company is less than the excess profits tax credit, do 
you get any difficulties about computing what the estimated 
Federal income taxes would be? 

A. No, none. 

Q. If, however, your taxable income before taxes! is an 
amount in excess of that excess profits tax credit, then it 
would get into some complications by reason of the fact 
that there is in existence an excess profits tax law? 

A. That is true. 

[1542] Q. As I recall your testimony, you did not 
accept Mr. Blease’s computation, or method of computation 
of the allowed or computed income tax for the year 1943? 

A. I did not. j 

Q. Now, you used as a return a figure somewhat in qxcess 
of the one he used. You used $906,920 as against his $891,- 
320? | 

A. That is correct. 

Q. But does that difference cause any complication or 
is that any reason why you did not agree with his tax com¬ 
putation? 

A. No, that does not enter into it at all. 

Q. That would merely vary the figures in the commuta¬ 
tion slightly? 

A. That is right. 

Q. As I recall your testimony, you objected to the things 
that Mr. Blease did in bringing into the tax computation 
these tax report adjustments which are referred tp on 
schedule 6 of Exhibit 3, is that right? 

A. That is correct. 

i 

Q. Now, if none of those adjustments, tax adjustments, 
had been brought into this computation by Mr. Blease, [then 
the figure against which would be multiplied the fraction of 
40/60 would have been greater than the figure which j Mr. 
Blease actullv used? 

[1543] A. That is correct. 

Q. Now, what is your excess profits tax credit? 

A. $968,793. 

Q. Now, can you tell me what the net income, after deduc¬ 
tion of income tax, would have to be in order that the results, 
after computing taxes as Mr. Blease has computed tljem, 
would not bring you a taxable income before taxes in excess 
of your excess profits tax credit? 
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A. If I understood your question correctly, Mr. Dough¬ 
erty, I think it would be 60 per cent of $968,000, that would 
be a figure that would not put you in the excess profits tax 
credit. 

Q. Here is all I have in mind: You say that Mr. Blease 
multiplied $549,605.47 by a fraction of 40/60. 

A. That is right. 

Q. He added the result of that multiplication to his $549,- 
605. Now, what I want to know is, how high can you figure 
of income after deduction of income tax go above $549,605 
without getting into this excess profits tax situation? 

A. I do not, on short notice, know the exact figure. It is 
somewhat in excess of $968,000, due, I think, to the section 
735 relief. 

Q. Let us leave that out for the moment. 

A. All right. 

Q. What I want to do is just find out how far, or how 
[1544] many dollars above $549,605 you can go without 
getting your computed taxable income before taxes and 
only involving the 40/60 fraction, so that the final result 
there is not more than $968,000? 

A. $581,200. 

Q. Now, if I understand that correctly, then, whenever 
adjustment made in calculation of tax would reduce the 
computed return at 6 Mj per cent to a figure of $581,200 or 
less, then you do not get into any excess profits tax com¬ 
putation? 

A. That is correct. 

Q. Now, if the adjustments which are made, Mr. Shuttle- 
worth, both additions and deductions, in your tax computa¬ 
tions, result in a net deduction from the computed 6M> per 
cent return so that the remaining amount is in excess of 
$581,200, do you then get into this excess profits tax problem? 

A. We have to make an excess profits tax calculation. 

Q. Now, when you made your tax computation, I take it 
you started with $906,920 instead of the $891,320 which Mr. 
Blease used? 

A. That is correct. 

Q. Then you did add $11,440 just as did he? 

A. That is correct. 

Q. But you did not add the tax report adjustments which 
he added? 

[1545] A. No, nor the Examiner’s adjustment, either add 
or deduct those. 


Q. Now, in deducting the certain amounts you made! cer¬ 
tain income deductions here which, as I understood it,j con¬ 
sisted mainly of interest, and then of some other miscellane¬ 
ous items. 

A. That is correct. 

Q. Now, the amount he deducted included his Examiher’s 
adjustments and tax report adjustments? 

A. That is correct. 

Q. And you did not bring that into your tax computation ? 

A. I did not. 

Q. Therefore, up to date, you have made the same sort 

Mr. 
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of calculations but have used different figures, just as| 
Blease did, as shown on page 12 of Exhibit 3, that is, 
start with an assumed return, you add certain items! 
you deduct certain items? 

A. That is right. 

Q. That is what he did? 

A. That is right. 

Q. The difference, the only difference is you used dif¬ 
ferent dollar figures? 

A. That is correct. 

Q. Your result being $736,573 means that that brings 
you into this excess profits tax computation, does it not? 
[1546] A. That is correct. 

Q. Because that is the greater amount than the $581,200 
that you spoke of? 

A. That is correct. 

Q. Now, in order to make that tax computation, because 
of the fact you would then be in the excess profits! t ax 
bracket, did you have to take into consideration the question 
of section 735 under the Internal Revenue Code that had 
been talked about this morning? 

A. That is correct. 

Q. Was that because section 735 in effect serves to reduce 
the amount of excess profits tax that you would pay if tjhere 
w^ere not that relief provided? 

A. That is correct. 

Q. Now, was that the problem, then, that you had bejfore 
you as to how to compute the total taxes that would accrue, 
starting with the assumed return and making these adjust¬ 
ments or additions and subtractions from them? 

A. That was the problem. 

Q. I think you said this morning that in the top part of 
the formula on schedule B of Exhibit 60 you used certain 
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volumetric figures there. What is the source of those fig¬ 
ures? 

A. The 1943 annual sales, and the difference between the 
1943 annual sales and the average sales during the base 
period from 1936 to 1939. 

[1547] Q. Now, if in that year a different quantity was 
sold and if the average quantity over the base years were 
different, could you use the same type of formula by sub¬ 
stituting the different figures in this part of it? 

A. You could, you could reduce the formula again, but 
you would arrive at a slightly different relationship in the 
final result at the bottom. 

Q. When you call it the final result, 'where is that formula 
on schedule B? 

A. About half-way down, where X equals 4,643,925 Y 
minus 2,047,046. 

Q. That is the portion of the formula that you say can¬ 
not be used under any circumstances except if the volumetric 
figures remain the same? 

A. That is true. 

Q. And if you changed your volumetric figures then that 
particular portion of the formula would change? 

A. That is right, it would result in a different relation¬ 
ship between the two unknowns. 

Q. Now, since this formula, as you say, is prepared for 
the purpose of determining the total taxes when you are in 
the excess profits taxes, would it have any application if Y, 
wliich you start with, were $581,200 or less? 

A. No, it would not, and for some amount above that. I 
wquld judge it to be about $181,000 more than that, that it 
[1548] really commences to affect the validity of the 
formula. 

Q. Now, the reason that you worked this out, as I under¬ 
stand it, was purely to determine a tax figure? 

A. That is correct. 

Q. Will this formula apply in any situation where you 
have other figures to start with and where you assume a 
net income of some quantity above $581,200 and then com¬ 
pute your tax figure from that beginning? 

A. As I state, at some point above $581,000, and I have 
not figured the exact point. Where the section 735 relief, 
as calculated under the present Revenue Act, exceeds the 
amount of excess profits net income, wherever that point is, 
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then above that point this formula will produce the results 
called for. 

Q. Was this formula designed to do anything other than 
make a tax computation within the limits which you have 
stated? 

A. Not at all. 

Q. Now, if you did not have this section 735 relief prob¬ 
lem involved but only had a straight excess profits tax 
problem, plus your normal tax, would the computation be 
simplified? 

A. Very much. 

Q. You have a statement at the top of schedule B of Ex¬ 
hibit 60 which describes this as a formula for determining 
taxable net income “When amount that must remain after 
[1549] the payment of Federal income taxes is known”. 

Now, is that the thing that the formula is designed to do? 

A. That is correct. 

Mr. Dougherty: That is all. 

Recross-examination. 

By Mr. Littman: 

Q. Mr. Shuttleworth, do I understand your testimony on 
redirect to be that Mr. Blease did not start his income r tax 
calculation from the company’s taxable net income peif tax 
return? Is that your testimony? 

A. That is my understanding of what he did. It is a calcu¬ 
lation that he makes here. He starts with the return, ^hen 
deducts all the tax report adjustments that are on j our 
income tax return. 

Q. How do you know but what the schedule showiji on 
page 12 of Exhibit 3 is simply a reconciliation? It cloes 
not say anywhere on that schedule that he started with that 
figure in actually making his original computation, does it? 

A. Well, he has- 

Q. (Interposing:) Well, does it? 

A. Yes, it does. It says “Calculation of tax” and the 
first word in there is “Return.” 

Q. It does not say “I started to calculate my tax by 
starting out with the return”, does it? 

A. No, no, it does not state it. 

[1550] Q. We want to be sure about this thing. Look over 
on page 8, down at the bottom- 
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Mr. Doughterty: Page 8? 

Mr. Littman: Yes. Page 8 of Exhibit No. 3. 

T 

Bv Mr. Littman: 

Q. Yon will notice at the bottom of that page is a cal¬ 
culation that starts with the taxable net income per tenta¬ 
tive return, and you see that figure $2,811,385! 

*A. That is correct. 

Q. If you start there you can get the tax very simply 
as there shown, can you not? 

A. I do not know. 

Q. Now, how do you know he did not start there? If 
you don’t know, just say so. 

A. I don’t know. 

Q. You don’t know? 

A. I don’t know? 

Mr. Littman: That is all. 

Trial Examiner: Does anyone else want any questions? 

‘ Redirect examination 

By Mr. Dougherty: 

Q. Mr. Shuttleworth, was Mr. Littman referring on page 
8 to those figures at the bottom which are headed “Rec- 
conciliation to tentative tax return”? 

A. I assume that that is the figure he referred to. That 
[1551] is the one at least that I saw, the $916,000 on that 
page. 

Q. Does that phrase “Reconciliation to tentative tax 
return” indicate that the computation of tax is made? 

Mr. Littman: Just a minute. I object to that. I think 
Mr. Dougherty has spent enough time to confusing and 
obfuscating the issues in this case. I am sure there isn’t 
any doubt in his mind or in this witness’ mind that Mr. 
Blease started from the company’s taxable net income per 
tentative return. 

He said so in his testimony. He never said anything 
otherwise, and if necessary, I will bring him back here to 
say it again. 

Trial Examiner: Does not the record alreadv show what 
he did? 
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Mr. Littman: Of course it does: To have this witness 
try to distort that testimony into something he just ad¬ 
mitted he does not know is, to my mind, a sheer obfuscation, 
the sheerest kind of sophistry. I am sure my rather sharp 
statements are justified. 

Mr. Dougherty: I am sorry that Mr. Littman ^ets 
exercised about something I do not understand. 

Mr. Littman: It is righteous indignation, that is 
it is. 

Mr. Dougherty: Excuse me. I have got a long-distance 
call. Can I take it, Mr. Examiner? 

[1552] Trial Examiner: We wdll take a recess for five 
minutes. j 

Whereupon, a short recess was taken, after which the 
hearing was resumed.) 

Trial Examiner: Read the question. 

(Whereupon, the pending question was read by the re¬ 
porter.) 

Mr. Littman: I object to the question. The witness jhas 
testified he did not know where Mr. Blease started in leak¬ 
ing his calculation, and for this witness now to try to 
interpret certain words and phrases in this exhibit hnd 
to put into Mr. Blease’s mouth what he never intended is, 
to my mind, highly objectionable. 

Trial examiner: Objection sustained. 

0. H. Simonds, a witness, having been heretofore dtilv 

7 7 i v 

sworn, resumed the stand and was examined and testified 
further as follows: 

Direct examination (Resumed) 

By Mr. Dougherty: 

Q. Mr. Simonds, do you recall when you were on the 
stand on Tuesday or Wednesday, Mr. Littman inquired 
of you concerning certain schedules which had been pre¬ 
pared by you and which had been sent to the Commission 
[1553] staff with a letter stating they were to be used as 
working papers in connection with the summary statement 
of adjustments which you were then testifying about and 
which had been marked for identification as Exhibits 43l\, 
44-A and 48-A ? 

A. I do. 
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Q. Do those sheets to which Mr. Littman referred con¬ 
tain the detail of the adjustments which are summarized 
on the three exhibits I have just mentioned? 

A. Yes. 

Mr. Dougherty: If the Examiner please, may I have 
marked for identification this document which contains a 
group of schedules, four of which say “Supplement to 
Exhibit 43,” four of which “Supplement to Exhibit 44,” 
and four of them “Supplement to Exhibit 48,” all, how¬ 
ever, being included in one volume. 

Trial Examiner: It will be marked for identification 
as Exhibit No. 61. 

(The document referred to was marked as exhibit No. 
61, for identification.) 

Mr. Dougherty: If the Examiner please, as I stated 
previously, it had not been my intention to introduce these 
particular sheets as an exhibit but it appeared, from Mr. 
Littman’s statement, that the Commission’s staff evidently 
understood that these particular schedules were to be intro- 
[1554] duced and that their questions for cross-examination 
had been prepared in reference to the figures contained in 
the schedules that are found in this Exhibit 61 for identifica¬ 
tion, rather than in the original Exhibits 43, 44 and 48. 

I am now tendering them so that they may be used in 
that way, but it is not my intention that the documents in 
Exhibit 61 shall in any way supersede or take the place of 
similar schedules which are contained in Exhibits 43, 44 
and 48. 

By Mr. Dougherty: 

* Q. Mr. Simonds, the document which has been marked 
for identification as Exhibit 61, is that the compilation 
of the schedules which you had prepared in connection 
with making the adjustment which you have carried for¬ 
ward in Exhibits 43-A, 44-A and 48-A? 

A. Those were prepared under my direction. 

Mr. Dougherty: Is that satisfactory, Mr. Littman? 

Mr. Littman: Yes. 

Mr. Dougherty: I did not intend to ask him any questions 
about that. I thought you -would just pick it up on cross- 
examination. 
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Mr. Liftman: Mr. Examiner, I would like to suggest 
since this Exhibit No. 61 does not contain numbered j)ages, 
I would like to suggest that we all mark our copiep, the 
pages on these copies No. 1 to 15, so we may refer to 
them here now and here after in that way. Otherwise, 
[1555] we will have to refer, for instance, to “supplement to 
Exhibit 43, schedule A, sheet No. 1,” and so on, everjf time 
*we want to talk about these pages, and also in the briefs, 
and that would be rather difficult. 

Trial Examiner: I think that would be a verv good! idea. 

(Whereupon, the exhibits referred to were mkrked 
accordingly.) 

Cross-examination. 

I 

By Mr. Liftman: j 

Q. Mr. Simorids, you are a mechanical engineer? 

A. I am a mechanical engineer, having specialized in 
electrical engineering. 

Q. And you are a utility and industrial consultant 

A. Yes, I so profess. 

Q. You testified in your direct examination that! you 
are called in for the purpose of advice by public utilities. 

A. Yes, sir. 

Q. Have you ever been called upon before by a public 
utility to make a cost allocation prior to this time? | 

A. Not of this type. As an executive of a public utility, 
I have had occasion to make cost allocations as a ^uide 
to rates. 

Q. Just the one time before this? 

A. W T ell no. 

Q. In what instances ? 

[1556] A. Well, as I recall it, the first cost allocation 
I had occasion to make was back in about 1920, wh^n I 
was general manager of the then Dubuque, Iowa, Electric 
Company. Subsequently, as sponsor operator for certain 
client companies of the Electric Bond & Share Compianv, 
I had occasion to sit in on discussions affecting or involv¬ 
ing cost allocations. 

Q. Have you ever made one in a gas case before this? 

A. No, sir. I 

Q. Has your advice ever been sought before, that i^, by 
a gas company, in connection with the allocation of ccjsts? 

A. No, sir. 


I 




614 


Q. To your knowledge, does any natural gas company fix 
rates between its classes of customers on the basis of any 
of the allocations of the cost represented by you in this 
proceeding? 

A. You are referring to the formula followed or the 
methods used? 

Q. Yes. 

A. No, I know of none. 

Q. You testified in your direct examination, and I quote: 
“The purpose of the schedule”—I might interrupt that 
quote there to state you were referring to your Exhibit 
43 at that time, but I take it this testimony relates to all 
of your Exhibits. 

“The purpose of the schedule is to allocate the cost of 
[1557] service for 1942 as adjusted as between those costs 
tliht are predominantly proportional to the demand or size 
of the plant and therefore are practically uniform from 
year to year and which are largely independent of the 
annual volume of gas delivered. Second, those costs which 
are incurred predominantly in proportion to the annual 
volume of gas delivered. Finally, those charges that can 
be directly allocated to a particular class of customer.” 

You remember that quotation? 

A. Yes, sir. 

Q. Is this method, namely, the one which you have just 
characterized, in your judgment the most fair and equit¬ 
able method of determining the cost of service to the 
various classes of customers for rate making purposes? 

A. I do not believe that a cost allocation is the basis 
for rate making. It is one of the factors involved, it is 
a guide, but I would not use a cost allocation, adhere to 
it strictlv, for rate making. 

Q. Let me see if I understand you. 

Do I understand you to mean, then, that after this 
process of allocating cost is over with and completed and 
you then have your mathematical result by this method, 
or this character of method called the commodity-and- 
demand method, is it your testimony that a further step 
is required in the rate making process? 

[1558] A. Yes, sir. 

Q. And that step involves, does it not, the exercise of 
judgment, further judgment by the regulatory commission 
in fixing the ultimate rate to be charged, subject to the com¬ 
mission’s order? 
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A. I think so. 


Q. In other words, you would say, for instance 


that 


if after allocating cost by the method or method^ you 
propose you come out with a result that shows thit the 
company is earning purportedly something like 150t) per 
cent profit on its sales made directly to customers, asi com¬ 
pared with the 6 V 2 per cent on its sales for resale, would 
you say that, in all fairness, an adjustment should have 
been made by the commission to make a more equitable 
distribution of costs as among the various classes of 


customers? 


Mr. Dougherty: I want to object to that, because I 
think it is beyond what the witness said on direct. Wje are 
getting into rate making factors concerning whicfj Mr. 
Simonds was not asked on direct. | 


Mr. Littman: I think the whole problem of allocation 
involves what use this witness feels this exhibit should be 
put to, or how it is related to, or how does it enteif into 
the scheme of this rate making process. 

Trial Examiner: Yes, it seems to me it does, t<|) the 
extent of his recommendations, at least. 

[1559] Mr. Dougherty: All right. 

The Witness: May I have the question again, please? 

(Whereupon, the pending question was read by the 
witness, as recorded on page 1558, beginning at line j 7, of 
this transcript.) 

The Witness: I assume, Mr. Littman, your first Refer¬ 
ence was to customers, or that class of business not vjithin 
the jurisdiction of the Commission. 


By Mr. Littman: 

Q. Yes. j 

A. I would think that any adjustment of rates matje by 
the Commission should depend upon the cost of the service 
found properly chargeable to the resale business. 

Q. Unadjusted by any adjustment thereafter? 

A. I did not say that. I said that the cost of service 
as found should be used to justify the rate. 

Q. Should it be literally used in fixing the over-all 
amount of reduction to the regulated customers, in your 
judgment, without the further excercise of judgment or 
some further step? 



616 


A. If the cost of allocation indicates a return in excess 
of the amount allowed by the Commission on resale busi¬ 
ness, then the costs so found can be used as a guide in 
the formation of some rate. 

Q. And should it be used as a guide for the over-all 
[1560] rate reduction to the class of business under the 
Commission’s jurisdiction? 

A. I would think the proper allocation can be used as 
a guide, yes. 

Q. That is the purpose of your exhibit, namely, it can be 
used as a guide and not an empiric or literal formula 
for the Commission’s guidance? 

A. No, sir. 

Q. You mean you agree with me or do not agree with 
me? You say “No, sir.” I mean it will. 

A. The purpose of the allocation study, as I construe 
it, is to allocate the cost as between jurisdictional and 
non-jurisdictional business. With the costs so allocated, 
then those costs can be used as a guide towards the 
formation of rates. 

Q. And towards the formation in the Commission’s 
mind of the amount of the rate reduction? 

A. As a guide, yes, sir. 

Q. Now, you have stated on this record that allocation 
of costs is not an exact science, have you? 

A. I have said so. 

Q. You recognize that the making of the proper alloca¬ 
tion involves the exercise of reasonable judgment on a 
great many things? 

A. Yes, sir. 

[1561] Q. And reasonable men differ, do they not? 

A. Yes, sir. 

Q. On a great many of those things ? 

A. They do. 

Q. Now, Mr. Simonds, you have submitted in all, if I 
count them correctly, 18 different cost allocations. Is that 
your understanding? 

A. I hate to think that there are that many, hut I did 
not count them. I can check it. 

Q. I want to be fair about it. Some of them, of course, 
relate to different years and different periods on the same 
basis, but let us go over them and see if we have them 
all in mind or whether we will not lose a couple of them 
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in the process, because in addition to the 18 that we counted 
you submitted, Mr. Miller submitted 3, making 21 jin all 
on the company’s side, and maybe one or two On the 
Commission’s side, so I will go through them. 

First, you submitted an exhibit, I believe it was Exhibit 
43, making an allocation on the basis of the use of the 
coincidental peak day of firm gas. 

A. Yes, sir. 

[1562] Q. Now, that basis was submitted for the year 
1942, for the year 1943, and for the so-called postwar 
vear, was it not? 

A. Yes, sir. 

Q. That makes three. Subsequently Exhibit 43-4 was 
submitted, which shows those same three methods, ad¬ 
justed by reason of the Crossett Lumber Company, }md a 
different treatment of the so-called “Other” revenue. 

A. That is correct. 

Q. Now, we have six so far. Then you submitted six 
more, in Exhibits 44 and 44-A, using the same coinci4ental 
peak day of firm gas but assessing against the interrupt¬ 
ible customers who w T ere on the line on that peak} day 
certain of the cost, whereas, you did not do that ih the 
first six methods I mentioned? 

A. Yes. The latter come generally under schedule B. 

Q. The first six we have been talking about came under 
the heading of schedule A? 

A. That is right. 

Q. All the way through these exhibits? 

A. Yes. 

Q. And the latter under schedule B. Then you sub¬ 
mitted six more in Exhibits 48 and 48-A. 

A. Yes, sir. 

Q. Which has as its basis the Commission staff’s peak 
[1563] day, of Mr. French’s selection? 

A. Yes, sir. 

Q. So that gives us 18, does it not? 

A. Yes, sir. 

Q. Now, will you be so kind as to tell us which onje of 
these you are sponsoring? Maybe it will save a little time 
on cross-examination. We would appreciate it if you wpuld 
tell us. 

A. I believe that the equitable approach to this problem 
is the procedure embodied in the schedule A series, j 
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Q. That is with or without the adjustment for Crossett 
and “Other” revenue? 

A. With the adjustment for Crossett. 

Q. That will boil it down to three. We are getting 
down now to a fewer number. 

A. Yes. 

Q. Now, if we take the schedule A series with the Crossett 
and “Other” revenue adjustment, then it will give us 
three, one for the 1942 year, one for 1943, and one for the 
so-called postwar year? 

A. Yes, sir. 

Q. Now, which of those do you sponsor, if any, or doesn’t 
it make any difference from your point of view? 

A. It makes no difference, so far as the allocation of 
cost of service in the respective years is concerned. 

[1564] Q. In other words, you are not taking any responsi¬ 
bility whatever for the underlying total cost? Those were 
givbn vou bv Mr. Shuttleworth for each of those years 1 
ha^e mentioned? 

A. Yes. 

Q. You accepted those literally and started from there? 

A. Yes, sir. 

Q. Now, Exhibit 61 contains 9, I believe, of your alloca¬ 
tions, because it reflects all of the allocations, with the 
Crossett and “Other” revenue adjustments, the last thing 
you did? 

A. Yes. 

Q. It permeates through it, but we can look then, cannot, 
we, ; at schedule A series and feel certain that we are 
talking about the allocation that you sponsor? 

A. Yes, sir. 

Q. All right. Now, is it true that irrespective of the 
year or the peak day in any of these allocations, or all 
of tfhem, that you have used a uniform method of allocating 
the total cost as between demand and commodity, and so- 
called direct charges? 

A. Yes, sir. 

Q. So when we talk about the propriety of taking the 
costs and putting so much of them in the demand category 
and so much in the commodity and so much in the direct 
[1565] charges, we are in reality talking about all of your 
18 methods at one time, aren’t we? 

A. Yes, sir. 
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Q. Because the principle is the same in each of them? 

A. That is correct. 

Q. All right, let us proceed to discuss that initial split 
of cost. For the purpose of convenience, I have selected 
one of these and I have all my notes on it. I have selected 
schedule D, starting on page 9 of Exhibit 61, which ^hows 
that split for the calendar year 1943, and I think w;e can 
agree that the principle applies through all your exhibits. 

At the outset, before we start discussing these splits in 
these three categories, is my understanding correct] that 
under the method that we are now going to discuss,]what 
you call the schedule A series, you used the coincidental 
peak day for 1943 of January 7, 1944? 

A. Yes, sir. 

Q. And under this method, any demand cost, or ail de¬ 
mand costs that are so classified by you as demand, were 
[1566] assessed wholly against the firm industrial cus¬ 
tomers, which are the direct sales, and the sales to utilities 
for resale, and no part 'whatever of those demand jcosts 
are assessed against the interruptible customers even 
though they were on the line on that peak day and taking 
gas on that day, is that a correct statement? 

A. That is correct. 


So that when you put so many dollars in the deijaand 
column under this method we know that the interruptible 

i j • j i *ii ji i j 


customers are not going to bear one nickel of that 
whether they were on the line or not on the peak day ? 


cost, 


A. Of the demand charges, demand cost? 

Q. Whether or not they were on the line on that particu¬ 
lar peak day. 

A. Yes. | 

Q. All right. The first item that you take up on Jiage 
9 is '“Gas purchased.” Now, that is a very large item 
of cost, $3,195,793, and you put all of that into the “(Jom- 
moditv” column except about $999,000 which you charge 
directly to certain industrial interruptible customers, wjhich 
is tantamount to putting them all in “commodity”, is 
it not? 

A. Yes, sir. There was one item, Mr. Littman, which 
may not be important, that is, $69,000 was allocated against 
Crosset. 


Q. That simply represents the amount of gas 
[1567] Crosset bought? 

A. Yes, sir. 
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Q. I see. You just, in effect, allocated gas purchased 
strictly on the basis of commodity? 

A. I did. 

Q. You have not made any differentiation in any unit 
prices as between the charge made to Mississippi River 
Fuel Company, for gas sold for resale and gas sold directly 
to go to the customers, have you? 

* A. No, sir. 

Q. You know, do you not, Mr. Simonds, that the gas 
purchased by Mississippi River Fuel Corporation from 
certain of the vendors in the Monroe Field costs less when 
resold by Mississippi for resale than gas sold directly to 
the customers, don’t you? 

A. I was not aware of that, Mr. Littman. 

Q. What? 

A. I was not aware of that. 

Q. If you had been aware of that, had realized that cost 
of gas to Mississippi for gas sold to regulated customers 
is less than the cost to Mississippi of gas which it sells to 
unregulated customers, would you have made an adjustment 
to reflect that situation? 

A. I am quite sure I would have given effect to it. 

Q. To be specific, I refer you to Exhibit 8, page 8. Do 
[1568] you have a copy of Exhibit 8? 

A. I will look for it. (Producing document.) I have it. 

Q. Now, on page 8 of that exhibit you will note the dis¬ 
cussion there relates to gas purchased from the Interstate 
Natural Gas Company, and somewhere in the text here 
I* believe it is made clear that it also refers to gas purchased 
by Mississippi from the Hope Producing Company. 

The sum and substance of that testimony is, as you see 
it there, that the gas sold for resale was being sold in 1942 
fit 7.6 cents per M. c. f. as against 8 cents per M. c. f. for 
gas sold directly to ultimate consumers. 

A. I see that, yes, sir. 

Q. Now, for your information, the Commission reduced, 
by order of April 27, 1943, the rate for such gas sold to 
Mississippi down to, I believe, something like 4.66 cents 
and made a flat rate. 

A. For all uses. 

Q. So that the situation I am talking about would not 
obtain since that time, but it did obtain prior to April 
or May of 1943. You have not reflected that situation in 
your testimony? 
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A. No, sir. 

Q. Now', Southern Carbon Company likewise sells gas 
for resale to Mississippi for 7.6 cents, but sells gas to Mis¬ 
sissippi at 8 cents a thousand where such gas is sold by 
[1569] Mississippi direct to the customers. That is shown 
on Exhibit 8, page 14. You were not aware of that situa¬ 
tion, either? 

A. No, sir. 

Q. Assuming the correctness of the information \ldiich 
you have seen, it is obvious that if you had to set a unit 
cost, the allocation of the gas purchased cost as between 
the regulated and unregulated customers would have been 
different? 

A. Yes. 

Q. There would have been some saving to regulated 
customers in an amount which you do not know because 
you haven’t got the figure? 

A. That is correct. 

Q. Let us take up the next item of gas purchased ex¬ 
pense, your severance and gathering taxes, which I bejlieve 
you have already discussed in your direct testimony. 

A. Yes. 

Q. And it requires no further comment. However, the 
item of “gas purchased expense—Other” in the amount 
of $115,102, requires some discussion. You put $3^,793 
of that expense in the demand category, did you not? 

A. Yes, sir. 

Q. Now, Mr. French put all of that amount of $32,793, 
or approximately that amount, he put all that in commodity, 
did he not? 

A. I think he did. That is my recollection. 

[1570] Q. That is what my notes show. Now, will you tell 
us briefly what such expense includes? I am speaking now 
of the gas purchased expense “Other” of $32,793. 

A. That item includes, as I understand it, operating l^bor, 
operating supplies and expenses, maintenance of structures 
and maintenance of equipment in connection with the pur¬ 
chase of gas from the various vendors, dispatching a^ far 
as the incoming ; gas is concerned. 

Q. What do the operating laborers do in connection \vith 
that? What are their precise functions and duties? 

A. If I am not mistaken, the purchases of Mississippi 
River Fuel Corporation from the various vendors were on 
a percentage basis or proportionate basis. These men 
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regulate the take from the various vendors until it appears 
to be as close as possible to such percentages, and I would 
say they read the meters, maintain the meter equipment, 
and so forth. 

Q. Do they also dispatch the gas? 

» A. Dispatch the gas? I understand, Mr. Littman, that 
ohe of their purposes is to take the gas in exactly the same 
percentage that they are required to under their contracts. 

Q. Do they not also dispatch the gas at some points so as 
to see that the proper amount of gas gets into the main line 
of Mississippi? 

A. I did not so understand. I feel that this expense was 
in connection with getting the gas into the compressor sta- 
[1571] tion, Perryville compressor station. 

Q. Well, then, whose employees are the laborers who 
perform this service? 

A. Perform the service I have just mentioned? 

Q. The service that is comprehended by the $32,793 worth 
of gas purchased expense—Other. 

A. I understood they were employees of the Mississippi 
River Fuel. 

Q. As a matter of fact, don’t you know those employees 
are on the payroll of the Interstate Company? 

A. No, I do not. 

Q. They simply bill their services to Mississippi River 
Fuel Corporation? 

A. I do not know that. 

Q. You do not know that? 

A. No. 

Q. Now, under your method the cost of gas goes to com¬ 
modity and the expense of purchasing the same gas goes in 
another direction, namely, in the demand category, does it 
not? 

A. Yes, sir. 

Q. Under your method the interruptible customers are 
assigned the cost of gas purchased but nothing for the ex¬ 
pense of purchasing the gas which they use? 

A. Yes, sir. 

Q. The interruptible customers used 13,756,539 M. c. f. 
[1572] of gas out of the total system use of about 45 million 
M. c. f. in 1943, isn’t that correct? 

A. So I understand. 

Q. It shows in your exhibit, I believe schedule A page 6 
of Exhibit 61 would show that very clearly. 
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A. I do not question the figures. 

Q. That is where you get these figures? 

A. Yes. 

Q. Now, when you determined that the expense bf pur¬ 
chasing gas should be put in the demand category, cjid you 
apply the size of plant test, the uniformity test, or the 
independent volume test, or all three of them put together? 

A. I applied the test that, as I understood that expense, 
was not affected by the volume of the gas purchased. 

Q. You mean to say it was your theory that you would 
have the same amount of expense for the gas purchased 
whether you had the interruptible customers or not? 

A. Yes, sir, and whether the volumes were 35 billion or 
40 billion or any variation in volume, reasonable vacation 
in volume. 

Q. You mean to say that the Mississippi River Fuel Cor¬ 
poration would incur just as much expense in connection 
with the purchase of its gas if it purchased 13,700,0(!)0-odd 
M. c. f. less a year? 

[1573] A. That was my understanding. 

Q. That -was your understanding. What do you mqan by 
that—somebody told you that, or did you make an investi¬ 
gation of it yourself ? 

A. I made no investigation of it. 

Q. You know as a matter of practice—you are a practical 
operator—that the more gas you buy, the more vendors, 
individual lessors there are, the greater the service to| take 
care of them, do you not? 

A. The Mississippi River Fuel Corporation purchases 
gas from five or six companies and the total volume isi pro¬ 
rated according to a fixed percentage, so the gas purchase 
expense, as I understand it, stays the same. 

Q. Do these interruptible industrial customers receive 
any benefit by reason of the expenses incurred to purchase 
this gas? 

A. The interruptible customers, as I see it, receivp no 
benefit. My thought, Mr. Littman, is that it is more or 1 , less 
a fixed expense and not an expense that varies with! the 
commodity, and it was on that basis that it was so allocated. 

Q. Well, suppose the Mississippi River Fuel Corporation 
did not have any firm customers but had all interruptible 
customers, how would you allocate this class of expense? 

A. I cannot imagine such a condition, Mr. Littman. j 

Q. Just assume it, if you cannot imagine it. 
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[1574] A. Well, if such a condition existed, why, then the 
gas purchased expense might well be charged against the 
interruptible gas, but under the conditions as they exist, 
with 30 billion out of 43 billion feet of gas being used by 
the firm gas customers—I am using round figures—I do not 
understand that that expense is affected by the increased 
amount handled for the interruptible customers. 

Q. Assume that this business we are just discussing, that 
had all interruptible customers, finally found one firm cus¬ 
tomer and it had 75 or 100 interruptible customers, how 
would you then allocate the cost of the expense of purchas¬ 
ing the gas? 

Would you put it all on to the one firm customer? 

A. No, I would not. 

Q. Suppose that the company has got two firm customers, 
would you put it on those two and none on the interruptible? 

A. Mr. Littman, I took the conditions as they existed on 
the property and I did not analyze them by going to the 
extreme and working up from there. 

Q. You know, don’t you, that this line w^as built originally 
for the benefit of industrial customers? 

A. Yes, sir. 

Q. And it was only through subsequent changes in sub¬ 
sequent years when that industrial business fell by the way- 
side that the company began to take on firm customers. 
[1575] You know that, don’t you? 

A. Firm customers or resale customers? 

Q. Firm customers and resale customers. 

A. I have quite clearly in mind that many of their first 
customers were firm customers and surplus customers. 

Q. But industrial customers? 

A. All industrial, yes. I think it was 1932, as I recall, 
1932 or 1933 when the first resale customers came on. 

Q. I think I understand why you did it this way. You 
just applied your very rigid formula. You said not one 
dollar of this gas purchased expense shall be assessed 
against the interruptible customers, isn’t that what you 
said, in effect? 

A. No, Mr. Littman. I said, in effect, that, as I under¬ 
stood, this cost was not increased by virtue of the gas sold 
to interruptible customers. If this gas purchase expense 
had been on an M. c .f. basis in the first instance then this 
interruptible gas would have carried its share of it. 



Q. Suppose you attach a new firm customer on to tl}e line 
tomorrow. That is altogether possible, is it not? 

A. X presume it is. 

Q. It does not cost you any more for this item of expense 
after you get one additional firm customer on than when 
you get one additional interruptible customer on, doe^ it? 

A. I would say not. 

[1576] Q. But you would assign the cost proportionately 
to that new firm customer, would you not, along wifh the 
others? 

A. Because the interruptible customer is a temporary 
customer, I should say, a customer that is subject to service 
at the will of the company. 

Q. I thought you said your reasoning was not that at all, 
your reasoning here was you would not incur any additional 
expense by reason of taking on a new customer. Was not 
that vour rationale or logic? 

A. It was that the interruptible customers did not icause 
any increase in this expense. 

Q. Now, if you take on a new firm customer, you afe not 
going to increase this expense any, either, are you? 

A. I would not expect to. 

Q. But you, under your formula, would assess against a 
new firm customer his proportionate part of the cbst of 
purchasing the gas, would you not? 

A. It would probably so work out, in view of the fact that 
that one new customer would contribute to the demand of 
the system on that particular day. 

Q. But he would not contribute to the increase of expense 
we are talking about, would he? 

A. No, sir. That would mean that the fixed exipense 
would be still in demand and this new customer would par¬ 
ticipate in it to the extent that his demand was of thejtotal. 
[1577] Q. Then it is clear that under your method jwhen 
Mississippi River Fuel Corporation takes on two! new 
customers, one a new firm customer and another an inter¬ 
ruptible customer, notwithstanding the fact that neither of 
these customers is going to increase this item of expense, 
you will charge a part of it to the new firm customer, and 
charge no part of it to the interruptible industrial customer, 
isn’t that the substance of it, on your method? 

40—9181 
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A. It would mean that the total expense would be divided 
between the firm customers in proportion to their participa¬ 
tion in the demand. 

Q. Of course, the new firm customer would bear his por¬ 
tion of it. 

A. Yes. 

Q. And the new interruptible customer would not pay a 
nickel of it? 

A. That is correct. 

Q. Then your test is not the so-called independence of 
volume test at all, is it? 

A. No, I would say my test is the test that interruptible 
business did not affect that expense item. 

Q. And neither did the firm customer to which you would 
charge the additional cost? 

A. An additional firm customer probably would not 
affect it. 

[1578] Q. By the way, Mr. Miller does not agree with your 
handling of this item either, does he? 

A. I do not know. I haven’t talked to Mr. Miller. I 
know him just a short time. 

Q. Did you hear his testimony? 

A. Not fully. I do not know how he handled it, as a 
matter of fact. 

Mr. Dougherty: Yes, he disagrees with the item. 

Mr. Littman: I am sorry. I was thinking of another 
item. 


By Mr. Littman: 

Q. I was thinking of the way you handle your distribu¬ 
tion cost, but we will come to that later. 

A. All right. 

Q. Compressor station fuel, which appears dow’n about 
the middle of the page under “Transmission expense”, in 
the sum of $264,036, was assigned by you all as commodity? 

A. Yes, sir. 

Q. That is the same as the Commission staff, as recom¬ 
mended through the witness French. You assigned to com¬ 
pressor station supplies and expenses. That is shown im¬ 
mediately above “compressor station”, you assigned to 
commodity in the amount of $135,000-odd, is that right? 

A. Yes, sir. 
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Q. Let us take up compressor station labor next. That 
is the second item under transmission system expense. You 
[1579] have there a total of $336,712. You assigned 25 per 
cent of that total of compressor station labor to commcjdity 
in the amount of $84,178, and 75 per cent of maintenance 
of compressor station equipment to commodity in the 
amount of $178,461. 

Maybe you may have to add a couple of items together. 

A. I think I was confused, Mr. Littman. I understood 
you were talking about compressor station labor, which has 
been divided 75 per cent to demand and 25 per cent to Com¬ 
modity. 

[1580] Q. I wanted to get the percentages on the record. 

A. Yes. 

Q. Those two items which you have assigned to com¬ 
modity represent all of the transportation cost—pardon me. 
Those four items are all of the transportation cost that you 
have assigned to commodity in this exhibit? 

A. Yes, sir. 

Q. Those percentages, that allocation is likewise based 
on your judgment? 

A. Entirely judgment, and I think I gave some reasonj for 
it in the direct testimony. 

Q. And, of course, you assigned all the remaining trans¬ 
mission and labor cost to demand? 

A. Yes, sir. 

Q. And interruptible customers—all of whom, of course, 
are industrial customers? 

A. Yes, sir. 

Q. (Continuing:) —do not pay, under this method, any 
of such demand cost? 

A. No, sir. 

Q. The answer was “That is right’’? 

A. No, sir. 

Q. You mean my statement is correct? 

A. Yes, sir. 

Q. I just w’ant to clear that up. You answered my ques- 
[1581] tion in the affirmative. 

You have testified, have you not, that all demand costs 
are independent of the volume of gas? 

A. Predominantly so, yes, sir. 

Q. That is, they remain the same whether the company 
sells 45 million-odd M. c. f., as in 1943, or 12 1 /*.’ million M. c. f., 
as it did in 1930? 
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A. If I had been making a cost allocation in 1930 I be¬ 
lieve I would be following the same method then that I 
have followed here. 

’ Q. The company’s transmission costs have increased 
materially, have they not, since 1930? 

A. I would expect so. 

Q. That increase has come about not only because of 
increase in labor cost but because of increase in the plant? 

A. In maintenance, that is right. 

Q. The increase in the plant in turn was caused by reason 
of the fact that the company began to sell more gas. Cer¬ 
tainly in part that is one of the reasons for it, is it not? 

A. If I am correct, I think the principal increase in plant 
during that period has been in the smaller compressor sta¬ 
tion equipment and additional Perryville compressor sta¬ 
tion equipment. 

Q. The company had a lot of unused capacity early in 
the life of its business? 

[1582] A. I expect so, yes. 

Q. The original capacity of the line was about how much? 

A. 105 to 110 million feet. 

Q. There were merely installing a little capacity in ad¬ 
vance, were they not, when they were not able to unload this 
line for some years? 

A. Of course, Mr. Littman, you appreciate, as a practical 
matter it is not practical, you know as well as I, to design 
a line for 20 million feet a day and then the next year or two 
years later increase it to 40 million, and ad infinitum. 

It has to be designed to meet the reasonably expected 
use of it. 

Q. Yes, That does not detract from the fact that the com¬ 
pany’s transmission cost has been going up pretty steadily 
in accordance with the volumes of gas that they were selling, 
does it? 

A. The company’s transmission cost has been going up. 
I do not say because of increased volumes as much as in¬ 
creased maintenance, increased labor, and so forth. As far 
as I know the mileage of the pipe line is substantially the 
same now as it was in 1930 or in 1932, at the completion of 
the project. 

Q. Well, they did not remain fixed, did they? 

A. No, there have been minor extensions. I know one 
[1583] purchase. There probably have been other exten¬ 
sions, but relatively comparatively small, out of a total of 



I 

i 

i 

i 

i 

629 

435 miles, more or less, of the system, of the main line Sys¬ 
tem. 

Q. You placed transmission supplies and expenses and 
fuel operating engines in commodity cost, did you not! j 

A. I think you misspoke yourself. You mean com¬ 
pressor station instead of transmission? 

Q. The same thing, compressor station. 

A. Yes. 

Q. Compressor station supplies and expenses and fuel 
for operating the engines? 

A. Yes, sir. 

7 # ! 

Q. You put all that in commodity? 

A. Yes, sir. 

Q. Where did you put the labor cost of operating |the 
engines ? 

A. The compressor station labor is 75 per cent demknd 
and 25 per cent commodity. 

Q. Then the oil used to run the engines is put in com¬ 
modity? 

A. Commodity, yes, sir. 

Q. And 75 per cent of the labor cost, or the men -Jvho 
squirt the oil on the engines, is in demand, is that righi? 

A. Yes. I do not know that your definition of the princi¬ 
pal work of the labor is correct. 

[1584] Q. That is one of the fellows you have included 
in this labor cost? 

A. They are the engineers, the oilers, the tenders, ancji so 
forth. 

Q. This fellow who squirts the oil, that I have been talk¬ 
ing about, he does not squirt oil when the engines are not 
running, does he? 

A. No, but he is on the payroll. 

Q. He is on the payroll. Are you sure he is on the pay¬ 
roll when the engines are not running, when he is not squirt¬ 
ing oil? 

A. I would think so, yes, sir. 

Q. Have you studied the account to find that out ? 

A. No. I know that when an engine is shut down tjiev 
do not lay off the man. I cannot conceive, when the engine 
is shut down, they lay off the man. 

Q. Have you heard about these casual oilers that ]VIr. 
Shuttleworth and I discussed from time to time on this 
record, concerning whom Mr. Shuttleworth said they come 
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and go, depending on the exigencies of the needs of the 
company? 

A. I have heard some testimony on casual labor. 

Q. But not about casual oilers ? 

A. I missed that. 

Q. Well, he had some testimony on that, and the record 
shows what it is. When a casual oiler, for instance, is not 
[1585] oiling the engine and is not even casual, of course 
to that extent the company is not incurring an expense when 
its engines are down, is not that right? 

A. Mr. Littman, I have divided compressor station 75 
per cent demand and 25 per cent commodity rather than 100 
per cent demand, as I think has been done by the Commis¬ 
sion staff. 

Q. We will agree to make the correction at any time. 

A. In talking with the operating heads I learned that 
in the summertime, when the engines might not be in opera¬ 
tion, the men were usually doing maintenance work. Then 
during the last year or two, when operation has been at a 
higher rate and it was necessary to get away from that 
procedure, I felt then that a portion should be charged 
against commodity. 

Q. According to Exhibit 40, which was prepared origi¬ 
nally by Mr. Shuttleworth, I note that from July 1, 1942, 
to April 30, 1943, the company had 37 casual oilers on its 
payroll at one time or another. Are they a fixed charge? 

A. You are talking about oilers, which represent one 
part of the labor of the plant, Mr. Littman. Certainly I 
would not expect that they were the important or the larger 
proportion of the labor which would be represented more by 
the engineers, and I feel that in my judgment figure, the 
split of 75-25,1 have given effect to such labor as is propor¬ 
tional to the amount of gas handled. 

[1586] Q. Don’t you know, Mr. Simonds, that the majority 
of the employees of Mississippi River Fuel Corporation are 
not regular employees, that about half of their entire field 
payroll is so-called casual employees? 

A. I did not have that number in mind, no, sir. 

Q. If you knew that when you prepared these exhibits, 
■'k’ould you have made a different allocation of these trans¬ 
mission costs, or would you want to revise your study in 
the light of that information? 

A. I feel that generally compressor station labor is largely 
a demand charge. 
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Q. So, irrespective of what the situation is with respect 
to this particular company, irrespective of the fact that 
50 per cent of its field laborers are casual employees, hired 
only when needed to do work, that would not make any dif¬ 
ference to you, you would still adhere to the principle you 
stated, is that right? Is that your testimony? 

A. If it were a major exception the judgment figure niight 
have been 70-30 or 20-80. It is a judgment figure. 

Q. You would not change it even though the underlying 
facts are different than you first thought they were? 

A. I would not say it is inflexible, but I would say jthat 
it was not determined wdth such a degree of accuracy. 

Q. Well, you said a minute ago you did not know when| you 
made this study that 50 per cent of the company’s field 
[1587] employees were casual labor. 

A. That is correct. 

Q. Now, you say that knowing that fact it would not 
change your study? 

A. It might have some effect on it but what I am trying 
to say is, Mr. Littman, that I do not expect that my 715-25 
split is so accurate, within two or three per cent, or five 
per cent, either way. 

Mr. Dougherty: Might I inquire there as to what your 
understanding of casual labor as used by Mr. Littman is? 

The Witness: Men who are employed temporarily, j and 
with respect to compressor station labor, the minutej the 
engine is shut down for either the week-end or for a logger 
period, that the men are taken off the payroll. 

Mr. Dougherty: I see what you mean. That is, j you 
mean they no longer work for the company but shiijt to 
some other job? 

The Witness: At least their time is not charged against 
compression station labor. 

By Mr. Littman: 

Q. They might go to some other portion of the company’s 
work ? 

A. They might. 

• Q. Or they might go home, either way? 

A. Yes. 

[1588] At least their time would not be charged against 
compressor station labor. 

Q. I see. The effect of your study was to assign all over¬ 
time employees, the regular employees, and all casual em- 
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ployees to demand, except for 25 per cent of the compressor 
station labor, is that right? 

A. The effect was to charge all compressor station labor 
expense, whatever purpose, 75-25. 

Q. And of course none of this overtime and casual labor 
is assigned to interruptible sales even though they operate 
the stations and lines and’deliver the gas to those inter¬ 
ruptible customers? 

A. That is right. 

Q. What is the theory on which is based your reasoning 
whereby you assign so little on the transmission expenses 
and maintenance, that is, the cost of transporting the gas, 
to the interruptible customers? 

A. On the theory that interruptible business makes tem¬ 
porary use of otherwise idle capacity of the pipe line and 
they should properly bear those charges and costs which 
would not have been had if the business had not been on the 
line. 

Q. Is it your theory that these expenses would have been 
incurred irrespective of the volume of gas that flowed 
through the line? * 

[1589] A. Yes, sir. 

Q. And is it your theory that the transmission expenses 
do not vary with the volumes of gas handled? 

A. Yes, sir, except those that had been charged against 
commodity. 

Q. And those are so small that you can hardly find them? 

Mr. Dougherty: Well, now, let us get it accurate. They 
are almost the same as Mr. French’s. 

Mr. Littman: Of course, the figures speak for themselves. 
I don’t want to start wrangling with you. 

Mr. Dougherty: All right. 

By Mr. Littman: 

Q. The fact is that actually the interruptible customers 
are getting a free ride up and down this line, aren’t they, 
in so far as transmission expenses and costs are concerned? 

A. I would say that the extra expense involved by the 
handling of interruptible business chargeable against the 
transmission classification has been charged against the 
interruptible business. 

Q. Let us see how much it is. Out of a total transmission 
system expense—I am now looking at the bottom of page 
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9—out of a total of transmission system expense of $1,337,- 
000 for the year 1943, as shown in Exhibit 61, hfc>w much 
does the interruptible customer pay under your theory of 
[1590] allocation? 

A. Out of that total transmission system expense of $1,- 
337,887 there has been charged as commodity some $660,- 
000, of which $210,996 has been charged against the inter¬ 
ruptible business. j 

Q. So that the interruptible customers, under youjr theory 
of fairly allocating the cost, are required to pay onjy about 
$211,000 out of $1,337,000 of cost incurred in connection with 
the transportation of all the gas handled by the coimpany? 

A. So this exhibit shows. 

Q. Now, going back for a moment, you do not chajrge one 
nickel of the cost of supervision and engineering; of the 
transmission lines to the interruptible industrial customers? 

A. No, sir. I 

Q. You only place 25 per cent of compressor statiojn labor 
in commodity, 'which means your interruptibles take only 
a fraction of that 25 per cent for compressor station 1 labor? 

A. Yes, sir. i 

7 j 

Q. And your interruptible customers do not bear aj nickel 
of the cost of measuring and regulating station labor, ex¬ 
pense ? j 

A. No, sir. I 

Q. And the same is true of measuring and regulating sta¬ 
tion supplies, transmission mains labor, transmission tnains 
[1591] supplies and expenses and transmission mains 1 maps 
and records? 

A. That is correct. 

Q. The same is true of the supervision and the engineer¬ 
ing? I am now speaking of maintenance of transmission 
equipment, compressor station structures. Measuring and 
regulating structures, other transmission system structures, 
and maintenance of mains, not one nickel of that do you 
assess to the interruptible industrial customers? 

A. No, sir. ! 

Q. Now, that maintenance of mains, $152,000 a veair, is 
a pretty heavy item. Those mains are being used a very 
large portion of the time throughout the year to carry gas 
to interruptible industrial customers, are they not? 

A. They are. 

Q. So that, so far as the cost of maintaining these mains 
is concerned, which are devoted in large measure to the 
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benefit of those interruptible customers, you give the inter¬ 
ruptible customers a free ride up and down the line, don’t 
you? 

Mr. Dougherty: I object to the form of the question, be¬ 
cause Mr. Littman said those mains are devoted in large 
measure to the use of interruptible customers. 

Mr. Littman: The witness can take care of himself. If 
it is not a fact, he can say so. I said “in large measure.” 
I think 14 million a year out of a total of 45 million a year 
is a pretty large proportion, myself. 

[1592] Trial Examiner: Go ahead and answer the question 
in any way you see fit. 

The Witness: The proportion is 30 per cent, but it is my 
judgment that the expense would be the same if the inter¬ 
ruptible business was not being carried. 

By Mr. Littman: 

Q. Coming back to our classic example of an additional 
new firm customer and an additional new interruptible cus- 
tqmer, if those two customers were to come on your line, 
you would not assess one nickel of the cost of maintaining 
your mains to the interruptible customer, and you would 
assign a portion of such cost along with the other firm 
customers to the new firm customer, would you not? 

A. Yes. 

Q. Now, the new firm customer, when you take him on, 
it would not cost you any more to serve the new firm cus¬ 
tomer to maintain his line, would it? 

A. No, sir. 

Q. What? 

A. No, sir. 

Q. Now, will you please turn to Exhibit No. 47. That 
exhibit was offered by Mr. Shuttleworth. 

A. I do not have Exhibit 47. 

Q. I will be glad to give you a copy. (Handing document 
to the witness.) 

[1593] Will you turn to schedule A, page 1? You note 
there Mr. Shuttleworth adjusted the 1943 compressor sta¬ 
tion labor from a figure of $336,712 by $53,908 to $282,804 
for the so-called test year, the postwar year. 

Do you find that? 

A. I do. 
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Q. Do you know why he reduced the compressor station 
labor by that amount? 

A. I do not recall. 

Q. Well, if you will turn to item 4 on the last pagte of 
that exhibit you will find the reason, where he says, \‘‘It 
is estimated that there will be a reduction in the labor Icost 
in approximately direct proportion to the reduction in scales 
volume.” 

Do you find that? 

A. I do. 

Q. Do you disagree with Mr. Shuttleworth’s conclusion 
that compressor station labor will be reduced in the post¬ 
war year in direct proportion to the reduction in the amount 
of gas that flows through the lines in that year, anpual 
sales? 

A. I would not expect it to be reduced in that exact pro¬ 
portion. 

Q. Well, would you say that it would be reduced as he 
said, approximate proportion ? 

[1594] A. No, sir, I would not expect it to be reduce^. 

Q. What? 

A. I would not expect it to be reduced. 

Q. Then you disagree with Mr. Shuttleworth on that? 

A. That is my feeling about it. 

Q. Did not you collaborate and consult with Mr. Shuttle- 
worth in the preparation of Exhibit No. 47, at least ip so 
far as determining the amount of reduction in this partic¬ 
ular expense account is concerned? 

A. I recall discussing in general the adjustment to 1943 
expenses. 

Q. Have you finished your answer? 

A. I recall discussing in a general way the adjustment 
to 1943 income statement necessary for the test year. 

Q. Did you give him the advice that is recorded as item 
No. 4 in Exhibit 47, which I read, namely, “It is estimated 
that there will be a reduction in the labor cost in approxi¬ 
mately direct proportion to the reduction in sales volun|e”? 

A. I do not recall it. 

Q. Would vou give him that advice now if he would ask 
you for it? j 

A. Within reasonable limits. I do not think that Com¬ 
pressor station labor varies directly or approximately jwith 
volume. 

[1595] Q. Does it vary for one exhibit and not for another? 
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A. Not as far as I am concerned. 

Q. Well, I ask you whether or not you would go along 
with this statement wdiich Mr. Shuttleworth has in item 4 of 
Exhibit 47, “It is estimated that there will be a reduction 
in the labor cost in approximately direct proportion to the 
reduction in sales volume.” He is, of course, there refer¬ 
ring to compressor station labor. 

A. Within reasonable limits. I would not expect that 
there would be a reduction in labor cost in approximately 
direct proportion. 

Q. You would not expect it? 

A. No, sir. 

Q. On page 1114 of the transcript Mr. Shuttleworth was 
asked this question by Mr. Dougherty in connection with 
this item: 

“Now, item No. 4 shows that you are reducing compres¬ 
sor station labor. How did you arrive at that estimate? 

“A. We estimated that there would be a reduction in 
labor costs in approximately the same proportion as the 
reduction in fuel. That is a purely problematical figure, 
and Mr. Simonds and I made that estimate.” 

A. I confirm that we talked the situation over, yes, sir. 

Q. You confirm the statement that you and he made this 
estimate? 

[1596] A. We discussed it generally, yes, sir. Mr. Shut¬ 
tleworth made the estimate, and before so doing we dis¬ 
cussed it. 

Q. And you agreed that it was proper to reduce the labor 
cost in the postwar year for the compressor station in direct 
proportion to the reduction of the quan-ity of gas expected 
to go through the line on that year on an annual basis? 

A. I do not recall the basis of the reduction. 

Q. All you — confirming now is that you did talk to him 
about it? 

A. Yes, sir. 

Q. You cannot confirm whether you had a meeting of 
minds on it or not? 

A. I will have to refresh my memory on that, Mr. 
Littman. ♦ 

Q. You mean, you are going to refer to some notes? 

A. No, no. I have got to talk to Mr. Shuttleworth and 
have him recall our conversation. 
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Q. You do not remember having any fight with him [about 
this item, do you? 

A. No, we had no fight. 

Q. You got along all right when you talked with him, you 
remember you had a meeting of the minds? 

A. I remember I discussed this matter with him, yes. 

Q. You remember there was no disagreement on the item? 

A. There was no disagreement. Whether we agreed! upon 
[1597] the explanation of note 4 I do not recall. Wklether 
note 4 represented the reason, I do not know. 

Q. Well, do you agree with it now? 

A. I think I have answered that, Mr. Littman, and my 
answer was, “within reasonable limits.” 

Q. You agree with Mr. Shuttleworth’s statement?! 

A. No, sir. 

Q. Within reasonable limits you do not agree with him ? 

A. I had not finished. Within reasonable limits of vjaria- 
tion in volume, or sales volume, I would not expect com¬ 
pressor station labor to vary directly in proportion thereto. 

Q. My question is whether or not Mr. Shuttleworth is 
inside or outside vour reasonable limit bv making this s^tate- 
ment which is contained in his Exhibit 47 as item 4. 

A. I mean, Mr. Littman, that if the volume of gas han¬ 
dled was reduced from 43 billion, if you please, to 25 billion, 
there obviously would be a change in the operating schedule 
at the compressor stations. 

Q. Now, Mr. Shuttleworth reduced the volumes, ojr at 
least those reflected in his Exhibit 47 represent a reduction 
of from—I will withdraw that. 

Do you know how much, or by what amount the vohimes 
were reduced for the postwar year below the ’43 volume? 

A. I think about 6 billion or 7 billion. 

Q. A year? 

[1598] A. Yes, sir, from about 43 billion or 44 billion djown 
to 37 or 38 billion. 

Q. Would you expect the compressor station labo^ to 
decrease proportionately with the decrease of such a volume 
of gas? 

A. I would expect a reduction in compressor station 
labor. 

Q. How much? 

A. I would not expect it to be the 20 per cent that!the 
reduction of gas handled is to the ’43 volume. 

i 

i 

i 

i 

l 
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Q. In other words, you do not agree with Mr. Shuttle- 
worth’s figure right now, do you? 

A. I may not disagree with the figure. I would not say 
that I see eye to eye with him on the explanation. 

Q. Do you know whether you disagree with him or not, 
or don’t you? 

A. I was in agreement with Mr. Shuttleworth on the ad¬ 
justments that were made. 

Q. The adjustment here was made on the basis of direct 
proportion to sales volume, was it not? 

A. So the exhibit reads. 

Q. You agreed with him at one time, but you are not 
prepared to say you agree with him now on that proposition, 
do you? 

A. Mr. Littman, I will stand by my statement that I 
[1599] agreed with him as to the policy. 

Q. Well, the policies reflect the reduction in volume, in 
direct proportion to the reduction in volume, don’t they? 
That is what he says they do. 

A. If that is what he says then I can only say I would not 
expect it to be in proportion. 

Q. Then you disagree with Mr. Shuttleworth? 

A. I would say yes. 

Q. But vou agreed with him at one time? 

A. I did. 

Mr. Dougherty: I am uncertain as to the page. That was 
page 1114 of the transcript? 

Mr. Littman: Yes. 

Mr. Dougherty: Mr. Simonds’ answer which Mr. Littman 
made- 

Mr. Littman: I was not testifying. 

Mr. Dougherty: —which Mr. Littman read, says that 
“there will be a reduction of labor cost in approximately 
the same proportion as the reduction in fuel.” Now, the 
note which he has read to you from Exhibit 47 does not use 
the word “fuel” but uses the words “sales volume.” 

Mr. Littman: Well, I read it correctly to the witness. 

Mr. Dougherty: I just wanted to be sure as to what the 
record said. 

Mr. Littman: Later on you will note, Mr. Dougherty, at 
[1600] the bottom of that page he said: 

“A. (Interposing:) In proportion to the reduction in 
sales, I should have said.” 



I probably should have read on further. As a matter of 
fact, if he reduced it in proportion to the reduction of fifiel 
he would make the matter even worse than it now is. 

Isn’t that right, Mr. Simonds? 

(No response.) 

Mr. Littman: Well, no use going into that. 

By Mr. Littman: j 

Q. Now, if you look at item 7 in the explanations of notes 
on Exhibit 47, you will find there a note wdiich relates to 
Mr. Shuttleworth’s adjustment in compressor station main¬ 
tenance. 

Now, compressor station maintenance is shown on sched¬ 
ule A, sheet 1, of that same Exhibit 47, reduced from $23p,- 
255 in 1943 by $37,664 down to $197,591 for the postwar 
year. 

You find that, do you? 

A. Yes, sir. 

Q. Now, item 7 says: “It is estimated for a sales redac¬ 
tion of this size compressor station maintenance will |be 
reduced in approximately direct proportion to reduction jin 
sales volume.” 

Do you find that? 

A. Yes, sir. 

[1601] Q. Now, a reference to page 9 of your Exhibit pi 
shows that compressor station maintenance of equipment 
is charged by you 25 per cent to demand and 75 per cent jto 
commodity. 

A. Yes, sir. 

Q. And Mr. French put all of it in commodity, do vjni 
remember? 

A. Yes, sir. j 

Q. You collaborated with Mr. Shuttlewortli in connection 
with this item, too, didn’t you, wherein he made his adjust¬ 
ment downward by reason of the postwar year reduction jin 
volume below the 1943 volume? 

A. We collaborated, we discussed generallv the entire 
estimate, yes, sir. 

Q. Well, now, without going into all the details, would it 
be fair to say that all the testimony you have just given with 
respect to item 4 would also apply with respect to item 
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7? They are both similar items and you had discussions 
with him on both? 

A. No. 

Q. What difference would you say there was? 

1 A. Well, to the extent that 75 of maintenance is charged 
to commodity, therefore, compressor station mainte¬ 
nance— 

Q. (Interposing:) No, 75 per cent—excuse me, I am 
sorry. 

[1602] A. Seventy-five per cent is charged to commodity 
and to that extent it varies with the volume of gas handled. 

Q. Of course, you and Mr. Shuttle worth are only 25 per 
cent apart here on this item, whereas you were further 
apart on item No. 4 relating to compressor station labor. 
Is that what you mean? 

A. No, I mean taking this cost, compressor station main¬ 
tenance, of $197,591 for the test year, 25 per cent of that 
was allocated to demand and the balance to commoditv, 
which obviously would vary with the volume of gas handled. 

Q. I know that, but Mr. Shuttleworth did not do it that 
way, he reduced compressor station maintenance in direct 
proportion to the reduction in sales volume in the postwar 
year. That is the way you told him to do it, isn’t it? 

A. I did not tell him. It was not a case of my telling him 
to do it, Mr. Littman, it was a case of our discussing things. 
We were in agreement, yes. 

Q. You were in agreement? 
t A. Yes. 

Q. All right. 

A. I might have worded the notes differently if I had 
written the notes. 

Q. You might have been more careful? 

A. I think I would have worded the notes differentlv. 

* 

Dollar-wise we were in agreement. 

[1603] Q. Let us go to page 10 of Exhibit 61. Before 
going into that, I think it might be well at this juncture 
to refer on the record to transcript 1116, where Mr. 
Dougherty was examining Mr. Shuttleworth on direct, 
just two or three paragraphs that it might be well to have 
in at this point. 

Mr. Dougherty: What i£ that page? 

Mr. Littman: Page 1116. 



“Q. Well, have you any other method of determining 
what the reduction in the maintenance of compressor 
station equipment would be and the use of this ratio ? 

“A. That is an engineering problem, Mr. Dougherty, 
that I would hesitate as an accountant to testify to. 

“Q. Did Mr. Simonds collaborate with you on the 
preparation of that figure then? 

“A. That is correct.” 

I 

The Witness: That is correct. 

Mr. Littman: I think that is about all that we need, j 

The Witness: That is correct. 

By Mr. Littman: 

Q. Now, if you turn to page 10 of Exhibit No. 61, we 
will take up general and administrative expenses. 

A. Yes. 

Q. Before we take that up, let us discuss briefly for 
a moment customers’ accounting and collecting expense. 
There really is not much difference in the way Mr. Frejich 
[1604] and yourself split the distribution expenses, but 
there is some difference between the way you split the 
customers’ accounting and collecting expense. 

Now, is it correct to say that you split these costs, as 
among the various—well, first you treated the customers’ 
accounting and collecting expense as a direct charge to 
specific customers? 

A. Yes, sir. 

Q. And then under that direct charge category you 
spread that as among resale, firm industrial, interruptible 
industrial and Crossett, did you not, on page 10 of tfiis 
Exhibit 61? 

A. Yes, sir. 

Q. Those were spread among these customers on {lie 
basis of the number of customers, were they not? 

A. Yes, sir. 

Q. Mr. French split these costs on the basis of the 
metering points, or points of metering, did he not? 

A. So I understand. May I just say that all customers 
accounting and collecting expense was charged in pfo^ 
portion to customers, except meter readings, which ^yas 
charged in proportion to the number of meters. 

41—9181 
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Mr. Liftman: Will you please read tliat answer? 

(Whereupon, the last answer of the witness was read 
by the reporter.) 

[1605] By Mr. Liftman: 

Q. Are you sure about that? 

A. I think, Mr. Liftman, I so testified on direct testi¬ 
mony, and I feel quite sure about it, very sure about it, 
as a matter of fact. 

Q. Well, we understood the situation a little differently. 

A. I am quite sure if you refer to the transcript, you 
will find that I so stated there, and I think I explained 
it to Mr. French in going over the working papers. 

Q. Then we will go to the next item, which is adminis¬ 
trative and general expense. You put every dollar of 
the company’s administrative and general expense in the 
demand column, did you not? 

A. Yes, sir. 

Q. Which means you are not assessing one dollar of 
those costs against the interruptible customers? 

A. Correct. 

Q. Generally, what expenses are included in the admin¬ 
istrative and general? For your assistance, if you will 
look at Exhibit No. 14, schedule E, you will find it broken 
down in some detail. 

A. I will have to have Exhibit 14, if I may. 

Q. I have it here. (Handing document to the witness.) 

Did you examine these accounts to see just what is in 
[1606] them before you came to the conclusion that you 
were going to assign all of the administrative and general 
expenses to the firm customers? 

A. I was familiar with the classification of accounts 
and the various subdivisions under administrative and 
general expense. 

Q. When the accounting department of Mississippi 
River makes up the payroll for the employees for repairing 
the compressor engines, which payroll you assign to com¬ 
modity to the extent of 75 per cent, nevertheless, in some 
manner you reason that the related payroll cost is a 
demand charge? 

A. Yes, sir. 

Q. According to your theory the time of the officers of 
the company- 
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By the way, all the officers’ salaries are includejd in 
these administrative and general expenses? 

A. They are. 

Q. According to your theory, the time of the offjcers 
of the company is a demand charge and therefore should 
not be assigned to interruptible customers? 

A. According to my theory it is a charge which isj not 
affected by the interruptible business. 

Q. My classic example would still hold good, th^t if 
you had two new customers, one firm and one interrupti¬ 
ble, the firm customers would have to bear part of tjhese 
[1607] expenses, and the new interruptible customer 
would go scot free, so far as that allocation is concerned? 

A. My general statement as to the cost assessed against 
the interruptible customer equally applies. 

Q. So the answer to my question is “yes”? 

A. I would say so. 

Q. Do you know Mr. Davison? 

A. Yes, sir. 

Q. Now, Mr. Davison’s salary is in here under the 
administrative and general expenses, is it not? 

A. It is, yes. 

Q. Did you hear him testify here yesterday, or the!day 
before, that a great portion, or at least a substantial 
portion of his time is spent running around the country 
making contracts with the direct industrial customers, 
interruptible customers? 

A. I heard him say that a portion of his time was so 
spent, and that in most all cases the interruptible icus- 
tomers and the firm gas industrial customers were j the 
same. That is to say, in most all cases where he had any 
interruptible customer, he also had a firm gas customer. 
That is my recollection of what I heard. 

Q. Do any of the officers or men whose salaries cbme 
under the heading of administrative and general expenses 
do any work at all in connection with the interruptible 
[1608] customers, or is all of their work done wholly jand 
solely in connection with the firm sales ? 

A. Oh, no, they do work in connection with industrial 
sales. 

I 

Mr. Littman: Will you read that, please? 

(Whereupon, the last answer of the witness was ijead 
by the reporter.) 

The Witness: Interruptible sales, excuse me. 


i 
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By Mr. Littman: 

Q. You have an item in here, for instance, of injuries and 
damages, that is, to take care of employees that get hurt, 
is that right? 

A. Yes, sir. 

Q. Do they all get hurt only when they may work for the 
firm customers? 

A. I cannot say. 

Q. Don’t they sometimes get hurt when they do work in 
connection with the interruptible customer? 

A. It is possible. 

Q. You know it is highly probable that is the fact, 
don’t you? 

A. I don’t know the accident record, or the nature of 
accidents. 

Q. Is there anybody connected with the company who 
determines how much should be charged to interruptible 
[1609] customers for gas sold? 

A. I would sav Mr. Davison and Mr. Comfort, and mavbe 
others. t 

Q. Now, all their salaries are in here? 

A. All their salaries are in there. 

Q. And they are all assessed every nickel of them, 
according to your allocation study, directly to the firm 
customers and not one penny of it goes to the interrupti¬ 
ble customers? 

A. That is correct. 

Q. Now, Air. Davison, coming back to him again, you 
haven’t assigned any of his salary to the part of doing inter¬ 
ruptible business, have you? 

A. No, sir, on the theory that that his salary was not 
affected by the amount of industrial business taken in. 

Q. His salary would not be affected if you took on a 
new firm customer either, would it? 

A. Maybe not. 

Q. Well, doesn’t Mr. Davison’s salary depend, at least 
in some measure, upon how efficient you regard he is in con¬ 
nection with securing contracts for interruptible business? 

A. I do not know. 

Q. You have some legal services in here. Are all the 
legal services rendered wholly and solely in connection 
with the wholesale business? 
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[1610] A. I would not say. 

Q. Did you make a studv to make some allocation of 
that? 

A. I made no study of tlie legal services. 

Q. You did not charge any of the company’s legal serv¬ 
ices to the interruptible industrial customers at all, did you? 

A. None. 

I 

Q. Have you ever heard of the Caliokia Company, a 
direct interruptible industrial customer, or former cus¬ 
tomer? 

A. I have heard of that company. 

Q. You know the company had a lawsuit with Cahpkia 
and had some dispute about settling the bill that they owed 
Mississippi, and you know that the cost of settling that 
lawsuit with that interruptible customer, in so far as; the 
payment of legal fees in 1942 to attorneys Sullivan, Redder, 
Findlav & Gaines in the amount of $5500—do vou know 
that that related purely to the direct industrial interrupt¬ 
ible customer? 

A. I do not. i 

Q. You do not. 

Mr. Dougherty: Alight I suggest there, Mr. Littmajn, I 
think there is an error in Caliokia being an industrial Cus¬ 
tomer. I think those payments were made because they! did 
not know their legitimate requirements for firm gasj. I 
think you are in error about designating Cahokia. 

[1611] By Mr. Littman: 

Q. You know Cahokia was a direct customer, don’t you? 

A. My knowledge of the Cahokia situation is too vague 
to testify. 

Q. Cahokia was a direct customer? 

Mr. Dougherty: Cahokia was a customer that contracted 
to buy gas to resell it for industrial purposes. Cahikia 
was an industrial gas distributing company. 

Mr. Littman: Not subject to regulation, or was it $ub- 
ject to regulation? 

Mr. Dougherty: I don’t know. There was some question 
about whether the Illinois Commerce Commission liac] it. 
I think it was subject to regulation of the Illinois Com¬ 
merce Commission. 
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By Mr. Littman: 

Q. Well, whatever legal expenses of whatever kind and 
character that were incurred by the company in connection 
with direct industrial customers or interruptible customers, 
no effort was made to allocate any portion of them to the 
interruptible customers, was there? 

A. No, sir. 

Q. Of course, it all winds up against the firm industrials 
and the sales for resale, does it not? 

A. Yes. 

Q. Under your theory of allocation, those firm custom- 
[1612] ers and utility resale customers have got to carry 
the entire expense of administrative and general expenses? 

A. Yes, sir. 

Q. Including the prosecution of lawsuits which have, 
as their objective, a benefit to the interruptible customers? 

A. Including all items under general and administrative 
expenses, yes, sir. 

Q. Whose duty is it in this company to see to it that the 
company does not lose money on its sales to interrupt¬ 
ible industrial customers? 

A. I don’t know. 

Q. Well, whatever salary is paid to that individual, 
it is all assessed, under your method of allocation, to the 
firm customers, is it? 

A. I presume that might come under Mr. Comfort’s and 
Air. Davison’s observation, and their expenses are charged 
solelv to demand. 

Q. Yes, charged to demand, and therefore charged to 
the firm business? 

A. To the firm business, yes. 

Q. Which includes people who have a little cookstove in 
Iheir home, of course? 

A. Yes. 

Q. Now, all of the employees’ welfare benefits arc- 
treated in the same manner? 

[1613] A. They are. 

Q. I note that in 1942 and 1943 the company charged, as 
an item of employees’ welfare benefit in each of those years, 
$26.40 for a season ticket to the Municipal Opera whicli 
was given to the president of the company, Air. B. C. Com¬ 
fort. Are you familiar with that item? 

A. I am not. 
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Q. So far as we have been able to find, no other employee 
received such a benefit, but that cost, small as it is, ijs all 
assessed against the firm customer, including the [little 
domestic user who has a cookstovc, is it not? 

A. Yes. 

Q. And not one nickel of it is assessed, under your 
allocation, against the interruptible industrial customers? 

A. That is correct. 

Q. Now, if Mr. Comfort received or dervied any bene¬ 
fit or edification from attending such concerts and canjie to 
work the next morning somewhat refreshed, went t<j> his 
duties with more vigor or otherwise, cannot you conceive 
it having benefited the interruptible customers as w^ll as 
his other customers? 

A. I don’t know whether the assumption has tpuch 
ground, Mr. Littman. 

Q. Now% there were some bonuses or military service 
payments made by the company in 1942 and 1943. Tjliose 
[1614] are included in administrative and general expenses? 

A. Yes, sir. 

Q. But under your method of allocation v r ho bearjs all 
the cost of paying those bonuses? 

A. The firm gas customers, the firm gas businesss. j 

Q. Not one nickel of it goes to the interruptible indus¬ 
trial customers? 

A. Not under this cost allocation. 

Q. You are familiar w r ith the fact, are you not, that 
Mississippi River Fuel Corporation has been having some 
litigation with the City of St. Louis over a city ga.^ tax 
ordinance which undertakes to assess or levy a tax against 
the company for doing business in the City of St. Louis, 
that is, for selling gas in the City of St. Louis to direct 
customers? Is that a correct statement? 

A. I am familiar with the fact that there is such litiga¬ 
tion. 

Q. As a matter of fact, you have been retained in [that 
case as a consultant? 

A. I was retained to testify. 

Q. That all has to do with direct business conducted by 
Mississippi River Fuel Corporation in the City of St. Louis, 
does it not? 

A. It does. 

Q. Direct customers? 

[1615] A. It does. 


i 
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Q. Such direct customers are not, of course, subject to 
the jurisdiction of this Commission? 

A. No. 

Q. Is that correct? 

A. The direct customers? 

Q. Yes. 

A. No, sir. 

Q. Now, the cost of conducting that lawsuit, including 
your consultation fee, will go into these administrative and 
general expenses, will it not? 

A. I would expect so. 

Q. Who, under your allocation theory, will bear the 
cost of conducting, prosecuting and defending that law¬ 
suit, all of which has to do with only the unregulated busi¬ 
ness of Mississippi River Fuel Corporation? 

A. That would go into the demand charge and be dis¬ 
tributed or be prorated between the direct sales and resale 
business. 

Q. What does it have to do with the resale business, 
the regulated customers, in other words, to whom you arc 
assigning a portion? 

A. In that particular case I would say it has nothing 
to do any more than the regulatory expense, which is in¬ 
cluded in this classification, is a proper charge against 
[1616] the direct industrial customers. 

Q. Well, a portion of the expense, a portion of the claimed 
regulatory expense in this case is for the purpose of keep¬ 
ing the direct industrial rate as high as possible, or at 
least for the purpose of assessing against the regulated 
customers as many costs as possible. Is that one of the 
purposes of this case, and isn’t that exactly what you are 
trying to do with these allocation exhibits? 

A. No, I am trying to allocate the cost of service as 
between the three classes of customers served on a basis 
that I think is fair and equitable. 

Q. Of course, if you did; not have any industrial busi¬ 
ness, why, you -would not have incurred the expense of 
putting in the allocation exhibit in this rate case? 

A. Not if there had been no industrial customers, no. 

[1620] Q. Mr. Simonds, I understand you revised your 
Exhibits 43, 44 and 48 in such manner as to reflect certain 
adjustments in your allocations study, with respect par- 
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ticularly to tlie Crossett Lumber Company. Those adjust¬ 
ments, as I understand it, are contained in Exhibits 43-A, 
44-A, and 48-A? 

A. That is correct. 

Q. Will you state briefly how you allocated to the 
Crossett Lumber Company the Transmission System 
Costs? 

A. I applied to the amount of Crossett gas purchased, 
the average Perryville Compressor Station cost, per books, 
for the years 1942 and 1943. I took the relationship of the 
system peak to the Crossett peak, and applied it ^o the 
Gross Plant Account of the Perryville Compressor Station. 

Q. What I am interested in primarily are the Operating 
Expenses, which are designated throughout these exhibits 
as “Transmission Expenses—Operation” and “Mainte- 
[1621]nance.” I would like to have you confine your 
description to those Operating Expenses; or, if you would 
prefer, take Compressor Station Labor as an example, 
which is one of the larger of the items, take that and follow 
it through. In other words, how much Compressor Station 
Labor, for example, did you assign to Crossett, and how 
did you do it? 

A. I found that the cost of pumping gas at Pertyville 
properly chargeable to Crossett was $8274 in the yeai* 1942, 
as an example. That was then broken down as bejtween 
Compressor Station Labor, Compressor Station Supplies 
and Expenses, Compressor Station Fuel, and Maintenance 
of Compressor Station Equipment. 

As respects the item of $1904, Compressor Station tiabor, 
that was the proportionate amount of Crossett gas td> total 
gas, and was credited entirely against the Commodity 
portion; whereas the Compressor Station Labor generally 
lias been treated 75 percent Demand and 25 percent Com¬ 
modity. To a degree, the treatment of the $1904 is not 
- - A J - * Compressor 


the 


general 


treatment of 


consistent with 
Station Labor. 

As respects Compressor Station Maintenance, the items 
are not far apart, one being $1904 and the other being $2353. 
The item of $1904, which was credited entirely against 
Commodity, is within a few dollars in error because it is 
not consistent with my split of Compressor Station Labor 
[1622] as between 75 percent Demand and 25 percent 
Commodity. 
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Q. Well, let me see if I understand what you did. You 
knew what the total pumping costs were at Perryvillc, 
which is your first compression? 

A. That is right. 

Q. That is at the southern end of the line, and takes 
gas in directly from the field, doesn’t it? 

A. Yes, sir. 

Q. Didn’t you determine first the total yearly compres¬ 
sion cost at Perryville, and divide it by the total annual 
quantity of gas that went through the compressor at 
Perrvville in that year, to get a unit cost? 

A/1 did. 

Q. Now, that unit cost of pumping, which includes, of 
course, Compressor Station Labor and Compressor Station 
Maintenance, for the most part, and whatever other costs 
are included in that category, the unit cost amounted, on 
that basis, to what is it, about 5 mills per thousand cubic 
feet? 

A. Yes, sir. 

Q. And how did you apply that 5 mills to the quantity 
of gas sold to Crossett—by simply multiplying 5 mills 
times the total annual volumes of gas that were taken by 
the Crossett Lumber Company? 

A. Yes, sir. 

Q. In other words, is it fair and correct to say that you 
[1623] allocated the Compressor Station Pumping Expense 
to Crossett on a straight MCF of sales basis? 

A. Yes, sir. 

Q. And not on a Demand basis, is that right? 

A. That is correct, so far as Compressor Station Labor 
is concerned. It is not correct so far as Compressor Sta¬ 
tion Maintenance is concerned. 

Q. Well, didn’t you treat Compressor Station Mainte¬ 
nance and Labor both alike in this particular instance, in 
so far as Crossett is concerned? 

A. No, sir. I think that you will find on Sheet 1, Schedule 
D, of Exhibit 43- 

Q. (Interposing:) Well, reference to that schedule shows 
that you didn’t allocate any of these costs- 

A. (Interposing:) I haven’t finished. 

Q. I am sorry. 

A. (Continuing:) —you will find the Compressor Station 
Labor charged against Commodity as $52,951. If you will 
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refer to Sheet 1, Schedule D, on page 4 of Exhibit No. 61, 
you will find that the amount of Compressor StatiPn 
Labor charged as a Commodity item is $51,047, the differ¬ 
ence of $1904 between the two figures mentioned being that 
chargeable to Crossett Compressor Station Labor. 

Now, may I go on? 

Q. Yes. 

[1624] A. As respects Maintenance of Compressor jSta- 
tion Equipment, on Sheet 1, Schedule D, of Exhibit 43, itj will 
be noted that $68,933 was charged against Demand ;j and 
referring now to page 4 of Exhibit 61, the amount changed 
against Demand for Maintenance of Compressor Station 
Equipment is $66,580, the difference between the two figures 
being $2353, which has been charged against Crossett gas. 

That treatment for those relatively negligible items is 
inconsistent in that it does not give effect to my views jthat 
75 percent of Compressor Station Labor is chargeable |as a 
cost against the Demand. 

Q. Well, all you have done here is tell us, in your last 
answer, how many dollars of Maintenance of Compressor 
Station Equipment you ultimately assigned to Crossett, 
namely, $2353, on the adjusted basis, as shown on page 4 
of Exhibit 61. But you have not yet told us how yoi^' got 
that. Did you use a straight commodity basis? 

A. Yes, sir. 

Q. Well, then, my statement as originally made a mohient 
ago was correct, that you allocated the Maintenance of Com¬ 
pressor Station Equipment and Compressor Station Labor 
to Crossett on a straight volumetric or MCF of sales bgsis; 
is that right? 

A. Yes, I would say that, and I wish the record to show 
that I recognize that in crediting Demand and Commodity 
[1625] with that amount there was some slight incon¬ 
sistency, which I consider negligible. 

Q. You understand when I use the terms “MCF bafeis” 
. and “volumetic basis”, I am speaking synonymously With 
“commodity basis”, because they are synonymous? 

A. Yes, sir. 

Q. Now, you say there was some slight inconsistency? 

A. There was. 

Q. Could you be more inconsistent in method than dping 
what you did here on Crossett as compared with what jyou 
did with all the others? 

, j 

i 

i 

i 
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A. Mr. Littman, the facts are these: I calculated the 
amount of Crossett gas that should be charged, in my judg¬ 
ment, with Perryville Compressor Station costs, at the aver¬ 
age unit cost, as you have said, of 5 mills. I left a formula, 
I left that formula to be carried out. In carrying it out, 
which was done by the staff in St. Louis, in carrying it out 
they divided this $$274 in the manner as shown on page 4 of 
Exhibit 61. 

Q. Which staff are you talking about? 

A. I am talking about Mr. Shuttleworth’s department, 
Mr. Earl Johnson. 

Q. You are not talking about the Commission’s staff? 

A. No, sir. So I want you to know that although I gave 
them the total dollars, the breakdown vras not mine; and 
the amount involved was, I thought, negligible, and rather 
[1626] than recast it, it was left that way. 

Q. Do you mean to say that Mr. Shuttleworth made a 
mistake ? 

A. No. I mean to say that the total of $8274, with which 
Crossett gas has been charged for Transmission Expense, 
was broken down in Mr. Shuttleworth’s department. 

Q. Who is taking responsibility for breaking it down, 
you or Mr. Shuttleworth—you issued the instructions, 
didn’t you? 

A. I didn’t issue the instructions so far as the breakdown 
was concerned. 

Mr. Dougherty: When you speak of “breakdown”, just 
what figures are you talking about? 

The Witness: I mean the breakdown as between the 
$8274 total figure and its distribution betwen Compressor 
Station Labor, Compressor Station Supplies and Expenses, 
Compressor Station Fuel, and Maintenance of Compressor 
Station Equipment. So far as that breakdown is concerned, 
I did not issue any instructions. 

By Mr. Littman: 

Q. Your instructions were to allocate the pumping costs 
on a straight commodity basis to Crossett, weren’t they? 

A. My instructions were to charge Crossett with $8274 
of Compressor Station Costs. 

Q. And that was arrived at by using the straight com- 
[1627] modity basis? 

A. That is correct. 



Q. So that, in so far as Crossett is concerned, you al¬ 
located the Perryville Compressor Station Costs on a com¬ 
modity basis, but so far as all the other customers in the 
system are concerned, you allocated principally on a de¬ 
mand basis; isn’t that the situation, to sum it up? 

A. No, because the item of $2353 charged against Cfos- 

sett for Compressor Station Equipment was credited 

against the Demand, as shown in Exhibit 43. I am sorry if 

I don’t make myself clear. 

* 

Q. All you are saying is that you did that in order snot 
to allocate the amount twice? 

A. No, I didn’t say that. 

Q. Well, let’s get at it this way: Concededly you allocated 
to Crossett all of these pumping costs on a straight com¬ 
modity basis, didn’t you? 

A. I determined the amount of gas, Crossett gas, liancjled 
through Perryville, and applied to it the average cost, per 
books. 

Q. Well, that is the commodity basis, isn’t it? 

A. Per books. 

Q. Isn’t that the commodity basis? 

A. And then endeavored to break it down as between jthe 
various items—and this was done not by me—charging^ or 
[1628] crediting, rather, a portion of that $8274 to itlie 
Demand theretofore charged against Maintenance of Com¬ 
pressor Station Equipment. 

Q. Well, the breakdown of the amount of $8274 came 
after vou allocated that much monev to the Crossett Lumber 
Company on a commodity basis ? 

A. That is correct. 

Q. So that still doesn’t detract at all from the proposition 
that you used the commodity basis to assign the pumping 
cost to Crossett, does it? 

A. Well, I will say this, Mr. Littman: I have expressed 
my general views of allocation of costs. I have tried to be 
consistent. Here, in order to get this exhibit out without 
undue delay, I may have used some short cuts, short-cut 
methods, which would appear to not be consistent with jthe 
method I used for all gas; but the amount, in my judgment, 
was negligible. 

Q. Well, what I am trying to get on this record is exactly 
what you did. Now, the $8274 of pumping costs assigned 
to Crossett were assigned on a straight commodity j or 
volumetric basis, weren’t they? 
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A. Yes, sir. 

Q. And that is not the basis that you used to assign pump¬ 
ing costs to all the other customers, is it? Now, you can 
answer that “yes” or “no”, and explain it if you think it is 
necessary. 

[1629] A. Pumping costs were generally charged, or were 
partially charged against Demand and partially charged 
against Commodity. 

Q. And so your method, in so far as the treatment of 
Crossett is concerned, is inconsistent with that which you 
used for the other customers? 

A. I will sav that it is, yes. 

Q. Now, I would like to take up next the item of Other 
Taxes. We have been referring, in your discussion of vari¬ 
ous items, to pages 9 and 10 of Exhibit 61, and perhaps to be 
consistent we had better pursue the remaining items. I see 
on page 10 of Exhibit 61 that you have assigned or allocated 
the entire amount of Other Taxes, in the sum of $317,460, 
to Demand; is that correct? 

A. Yes, sir. 

Q. In other words, this is another one of those items of 
cost in which the interruptible industrial customers do not 
share, under vour method of allocation; is that right? 

A. They should share—and this also applies to Crossett— 
they should share, in my judgment, to the extent that specific 
property is chargeable to interruptible gas, or to Crossett 
gas. 

Inadvertently, the exhibit as prepared does not reflect 
that. The ad valorem taxes attributable to Crossett opera¬ 
tion are, according to calculations, in 1943, $2276.91. The 
r 1630] direct investment in serving interruptible gas is 
some $90,000-odd. 

Q. Is that with or without Crossett? 

A. That is without Crossett. On a property basis, the 
ad valorem taxes chargeable against interruptible business 
are calculated to be $845 for the year 1942; and $856 for 
the year 1943. 

As stated, the ad valorem taxes properly chargeable 
against Crossett investment were $2277, to which should be 
added the taxes properly chargeable against interruptible, 
making a total of slightly over $3100, which, in turn, should 
be credited against the taxes shown in the Demand column. 

Q. In other words, you made a mistake to that extent in 
the preparation of your exhibits? 
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A. That is correct. That was just inadvertently over¬ 
looked. There is no change in approach there. 

Q. Well, what you mean to say is that in your exhibits 
as presented in this proceeding, you assigned return ^nd 
depreciation to the various specific customers on the bajsis 
of the amount of investment in property used exclusively 
to serve them ? 

A. Yes, sir. 

Q. For instance, a lateral shooting off from the m^in 
line to go down to serve one customer, you took the invest¬ 
ment and gave him the return and depreciation on that pipce 
of line? 

A. That entered into the so-called direct charges. 

[1631] Q. Now, when you add all those instances up, they 
don’t amount to much in dollars, do they, they amount to 
something less than l /> of 1 percent of the total company jin- 
vestmcnt in all of its facilities, isn’t that right? 

A. I don’t have that percentage in mind, but I do hive 
in mind that of the gross plant account of some $22,000,000 
or $23,000,000, the amount of that which is covered by |di- 
rect charges is in the neighborhood of a million dollars,! or 
in that general range, as between- 

Q. (Interposing:) Now, let’s confine our question to |he 
amount of investment applicable to the interruptible cjus- 
tomers, that is, the so-called direct charge, the investment 
related directly to those interruptible customers and used 
wholly and solely to serve them. 

A. That investment is $95,224. 

Q. Now, in submitting your exhibits to this Commission, 
you assigned to Interruptible Customers the return on t]iat 
amount of $95,000-plus? 

A. Yes, sir. 

Q. And the depreciation on that same amount? 

A. Yes, sir. 

Q. But you did not assign the property tax on tjiat 
amount? 

A. Which was an inadvertent error. 

Q. And you have already explained the amounts involved? 
[1632] A. Yes, sir. 

Q. If you had assigned the $2276 of ad valorem tax, wlijich 
is the straight property tax, to the line used exclusively to 
serve Crossett, you would have shown a deficit for Crossett 
instead of an earnings for Crossett, wouldn’t you? 

A. Yes, sir. 
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Q. You assigned all depreciation to Demand except cer¬ 
tain small amounts of depreciation on certain lines which 
are used exclusively to serve certain customers—is that a 
correct statement? 

A. That is. 

Q. You just stated a moment ago that the total invest¬ 
ment in the plant used exclusively to serve the interruptible 
industrial customers was $95,224? 

A. Yes, sir. 

Q. So that in actual practice, you have assigned to the 
interruptible customers something less than M> of 1 percent 
of the total depreciation expense? 

A. I have only charged interruptible customers with de¬ 
preciation on their so-called direct investment, and they 
do not carry any of the depreciation upon the main line. 

Q. The amount, actually, that you assigned to the inter¬ 
ruptible industrial customers, as shown on page 10 of 
Exhibit 61, was only $3,293? 

A. That is correct. 

[1633] Q. Out of a total annual depreciation expense of 
$803,200? 

A. Yes, sir. 

Q. Well, another way of stating it is that you have not 
assigned any of the main line depreciation to the interrup¬ 
tible industrial customers? 

A. I have not. 

Q. Well, now, there isn’t any question in your mind but 
that the main line is being used a considerable portion of 
the time to carry gas up to these interruptible industrial 
customers, is there? 

A. That is true, Mr. Littman. 

Q. In your judgment, is Mississippi River Fuel Corpora¬ 
tion a wasting asset business? 

A. Yes. 

Q. In fact, the company has been granted very liberal 
exemption from income taxes because they are an industry 
with depletable resources—you are familiar with that, aren’t 
vou? 

V 

A. I don’t know how familiar I am with it, I would rather 
not pass on the income tax angle. 

Q. You allocated income taxes in this case, didn’t you? 

A. Yes, sir. 

Q. And the allocation of the income taxes included this 
exemption I am talking about, didn’t it? 
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A. I presume it did, I don’t know. 

[1634] Q. But you don’t know about that? 

A. No, sir. 

Q. Isn’t it a fact that in a company with depletable re¬ 
sources, such as natural gas, the amount of depreciation 
taken is controlled by the over-all quantity and output of 
such resources? 

The Witness: Will you repeat that question, please? 

(The question was read by the reporter.) 

The Witness: Yes. i 

| 

By Mr. Littman: 

Q. In the situation of a company with limited total out¬ 
put from depletable commodities, it is clear, isn’t it, that 
the depreciation, depletion, or amortization sustained is 
based upon the amount of the commodity available for pro¬ 
duction? 

A. I would say it is based upon the probable life o^ the 
enterprise. 

Q. And that life depends on two things: first, how much 
gas you have in the ground; and, second, how fast you pull 
it out—isn’t that right? 

A. That is right. 

Q. Now, these interruptible industrial customers ofl the 
Mississippi River Fuel Corporation are pulling large quan¬ 
tities of gas out of the depletable resources of the company, 
are they not? 

A. They are. 

[1635] Q. The amount is shown, I believe, at 1.— 

A. (Interposing:) They are pulling about 13 billion feet 
a year. 

* V 

Q. About a third of the total output of the company;? 

A. That is correct. 

Q. Now, if the Mississippi River Fuel Corporation didn’t 
have any interruptible industrial customers, it is obvious, 
is it not, that these depletable resources would not be' de¬ 
pleted as rapidly—isn’t that right? 

A. If the reserves from which the Mississippi River Fuel 
Corporation is going to secure its supply were isolated and 
subject only to the demands of Mississippi River Fuel Cor¬ 
poration, your statement would be correct. But whether 

42—9181 
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13 billion feet of gas was sold for interruptible industrial 
purposes or not, as I understand the basis on which depre¬ 
ciation is being charged, the amount of depreciation enter¬ 
ing into the cost of service would be the same. 

Q. Well, you understand that the over-all life of these 
fields is measured and considered on the basis of how much 
gas was in the ground when they started and how much 
gas is being taken out—you know that? 

A. Yes, sir. 

Q. You are not a geologist? 

A. Xo, sir. 

Q. You didn’t make any study of these fields for the 
[1636] purpose of determining the extent by which the life 
of these depletable resources available to the Mississippi 
River Fuel Corporation would be extended if it had not 
had and would not have these interruptible industrial cus¬ 
tomers, did you? 

A. I did not. 

Q. Are you familiar with the company’s method of accru¬ 
ing for depreciation? 

A. My understanding is that for the purpose of this case, 
there was an agreement with the Commission that such would 
be on the basis of 3 1 /-* percent. 

Q. I am asking you whether you are familiar with the 
company’s depreciation practice, or not? 

A. Xo, sir. 

Q. You assigned Federal Income Taxes to Demand, that 
is, about 93 percent of the total to Demand? 

A. Following Return, yes, sir. 

Q. And that is shown on page 10 of Exhibit 61, that is, 
you show that the total Federal Income Taxes were $636,- 
969, of which you assigned $586,983, or 93 percent of the 
total, to Demand? 

A. Yes, sir. 

Q. You have assigned to the Interruptible Industrial Cus¬ 
tomers only $2611 of Federal Income Taxes, haven’t you? 

A. Yes, sir. 

Q. I believe you stated a minute ago that you weren’t 
[1637] very familiar with income taxes, but you know that 
income taxes are paid upon a basis of earnings? 

A. Yes, sir. 

f Q. The more you earn, the more income tax you pay; 

• and vice versa? 

A. I believe so. 
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Q. Now, you know very well, don’t you, that this company 
wouldn’t be earning as much money if it didn’t have this 
interruptible industrial business, don’t you? 

A. I think that is correct. 

Q. You are familiar with the fact that the amount of 
earnings or profit upon which income tax is paid is deter¬ 
mined by the gross revenues less operating expenses, depre¬ 
ciation and other taxes, generally? 

A. Generally, yes. 

Q. Now, if one department or class of sales of a business 
shows no profit, and another shows very large profits, is it 
your testimony that the income taxes should be assigned to 
the class showing no profit, or to the class showing the 
large profit? 

A. In this allocation, the income tax was determine^ by 
Mr. Sliuttleworth, based upon a Return, as I understand, 
of 6*4 percent on the net plant, or rate base, of the company. 

Mr. Littman: Would you mind reading my question and 
the answer? 

[1638] (The record was read by the reporter as requested.) 

I 

By Mr. Littman: ! 

I 

Q. Now, I would like to have the answer to my question, 
please. 

A. In principle, I do not know that I can say that the 
income tax should be allocated solely, that is, against any 
department of business that is not on a profitable basis—was 
that your question? 

Q. You don’t subscribe to such principle, namely, that 
the portion of the company’s business which makes no profit 
should bear income taxes payable by reason of another por¬ 
tion of the company’s business which is profitable, is fhat 
what you mean to say? 

A. I am afraid I am a little dense on this, Mr. Littnjian. 
Will you make it easier for me? Recast the question. 

Q. All right. We have a business that has two classed of 
sales. 

A. Yes, sir. 

Q. One class is making no profit, and the other class— 
let’s call it Class A that makes no profit—and the other cl^ss, 
Class B, makes a profit. Who should pay the income fax, 
in an allocation, which class of sales should bear the income 
taxes, Class A or Class B? 
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A. In that example, I would think Class B. 

, Mr. Dougherty: Mr. Littman, might I inquire, when you 
[1639] say “no profit’’ are you speaking of before income 
taxes or taking income taxes into account; or do you mean 
after income tax on this computed return, which is assigned 
to that particular business, is included in the computation? 

Mr. Littman: Well, I am asking the witness what be did, 
and he can answer it both ways, or take one or the other or 
both of them, I don’t care. 

The Witness: Well, in the example you gave, Mr. Littman, 
I think I have made an answer. In this case, the allocation 
of Federal Income Tax was made upon the computed re¬ 
turn following property. 

Bv Mr. Littman: 

Q. Shouldn’t the Federal income taxes be allocated in 
proportion to the amount earned before income taxes? 

A. No, I would think income taxes would be a proper 
charge against the cost of service. 

Mr. Littman: Will you please read the question and the 
answer? 

(The record was read by the reporter as requested.) 

Mr. Littman: That isn’t answering my question. 

The Witness: May I have that question again? 

(The question was again read by the reporter.) 

The Witness: I think they should be allocated in propor¬ 
tion to the computed return upon the rate base of the prop¬ 
erty. 

[1640] By Mr. Littman: 

Q. Then your answer to my question is “no”? 

A. Yes. 

Q. Referring to Schedule A of Exhibt 61, which appears 
on page 1, I believe, of that exhibit, you have allocated 
the Demand portion of Federal Income Taxes, namely, 
$586,983, to Firm Industrial—$259,094, on the basis of 
44.14 percent, and to regulated Resale customers—$329,889, 
on the basis of 55.86 percent—and, of course, nothing to 
interruptible industrial customers. I am sorry, I should 
have referred you to page 6 of Exhibit 61, instead of 
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page 1 of Exhibit 61. Do you follow my question, or 'shall 
I simplify it? 

A. On page 10, there is shown that $586,983 of Federal 
Income Tax has been allocated to Demand; and on page 
6, the Demand, total Demand charges, have been divided 
in proportion to the Firm Industrial peak on January 7, 
and the Resale peak on January 7. You have given certain 
percentages, Mr. Littman, which I will be glad to accept. 
I haven’t worked them out. 

Q. The percentages were 44.14 percent to Firm Indus¬ 
trial and 55.86 percent to Resale customers, and nothing 
to the Interruptible. 

A. That is correct. 

Q. Now, will you also jot down the two other figures, 
namely, of the total income taxes in the Demand colijmin, 
[1641] Firm Industrials take $259,094 and the regulated 
Resale customers take $329,889, on the basis of your alloca¬ 
tion. Do those figures and percentages sound about rjight 
to you? j 

A. The percentages do, and I don’t doubt but wliatj the 
figures are correct, Mr. Littman, yes, sir. 

Q. Now, after adding your so-called direct chargefc to 
the Demand charges which we have just talked about,, the 
income tax becomes as follows—and would you mind writ¬ 
ing these down: Income tax allocated to Firm Industrial— 
$281,436, or 44 percent; to regulated Resale—$359,922:, or 
56 percent of the total tax. And the Interruptible Indus¬ 
trials pay only $2,611, or less than Yj of 1 percent of the 
total, under your allocation. 

A. Yes, sir. 

Q. Do those figures look about right to you? 

A. They do. 

Q. If my mathematics should be wrong, I would be glad 
to have you correct it. 

A. Yes. 

Q. Now, according to your allocation of Excess Revenue, 
shown in Schedule A, page 6 of Exhibit 61, the Excess 
Earnings there shown,—namely, by that you mean the 
profits earned on the various classes of sales, which excess 
is over and above a 6M> percent return,—is as follows: 
The excess earnings on Direct Firm industrials including 
[1642] Crossett Lumber Company is $601,530; is that right? 

A. $601,530, yes. 


i 
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Q. That represents 38 percent of the total excess earn¬ 
ings of $1,597,111, as shown at the foot of the extreme 
right-hand column on page 6 of Exhibit 61, is that right? 

A. Yes. 

Q. The 38 percent of the excess earnings is made by 
the Firm Industrial, including Crossett; is that right? 

A. Accepting the percentage, yes, sir. 

Q. Now, the excess earnings on the direct Interruptible 
Industrial customers is $804,546, is that right? 

A. That is right. 

Q. That represents approximately 50 percent of the 
(Excess earnings over and above a 6V2 percent return 
earned over-all by the company in 1943, according to this 
exhibit—right ? 

A. Yes, sir. 

Q. Now, the excess earnings shown by your allocation 
on the regulated or Resale sales, is $191,035, or 12 percent 
of the over-all excess earnings in excess of the 6 V 2 per¬ 
cent return on the entire property; is that right? 

A. Yes, sir. 

Q. So what you have done by this exhibit, or by these 
exhibits, and your method of allocation, referring particu¬ 
larly to the method which is summarized on page 6 of 
[1643] Exhibit 61, which is the method you sponsor, is 
to assign less than V> of 1'percent of the income taxes to 
the interruptible industrial business which, according to 
your figures, produces 50 percent of the excess profits; is 
that right? 

A. That is correct. 

Q. Now, if you go to Schedule A, which is supplemental 
to Exhibit 43, and which appears on page 1 of Exhibit 61, 
there you show that the company’s earnings on the Resale 
business are $179,281 less than a fair return on the entire 
property, on the allocable portion of the property? 

A. Yes, sir. 

Q. You also show that the unregulated business is earn¬ 
ing $1,295,000 in excess of a fair return, assuming 6 1 /-! 
percent to be a fair return? 

A. Yes, sir. 

Q. And yet, under your method, you require the reg¬ 
ulated customers to pay approximately 57 per cent of 
the income tax, is that right? 

A. Yes, sir. 
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Q. Do you know that included in the 1943 income tax, 
in total, which you began to split and allocate amongj the 
various classes, in the year 1943, is $164,521 of excess 
profits tax? 

A. I did not know that. 

Q. Did you know that in 1942, the total figure of incjome 
[1644] taxes which you allocated, included $220,209 of ex¬ 
cess profits tax? 

A. I did not know that. 

Q. Did you investigate to ascertain whether the company 
would have paid any excess profits taxes in those years jif it 
had not had the interruptible industrial business? 

A. I did not. 

Q. The effect of your allocation, of course, is to asjsign 
a large portion of these excess profits taxes to the firm 
customers, is it not? 

A. Yes, sir. 

Q. And you assign just about $2600, as shown on Schedule 
D, Sheet 10 of Exhibit 61, I believe, of taxes to the direct 
interruptible business which is making 50 percent of the 
excess profits of this company; is that right? 

A. There was $2600 charged, of the total tax, yes. j 

Q. And that class of customer that is paying duly 
$2600 of all the taxes which you have assigned under 
your method, is earning 50 percent of the total excess earn¬ 
ings in excess of the 6 M 2 percent? 

A. Yes, sir. 

Q. If it should develop that the excess profits t^ixes 
which you allocate were caused directly by reason of; the 
company’s having had these interruptible industrial s^les, 
if that were found to be true, then it would follow, would 
it not, that the acquisition of that business or that class 
[1645] of business, did cause some increased expense to 
the company? 

A. I would say yes. 

Q. And to the extent that such interruptible business 
produces any profit, it causes an increase in the income 
tax of the company, does it not? 

A. I would think so. 

Q. Well, under your theory, when you take on a |new 
interruptible customer, the only real cost is the cost of 
buying gas to serve him, except for some small amounts 
which you have assigned in addition thereto ? 
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A. Based upon my theory, the costs of service charge¬ 
able against interruptible business, as of a certain date, 
should be those costs which would not have been incurred 
had the interruptible business not have been on the lines, 
and I would say that that applies all the way down the 
line, through the whole category of costs, including income 
tax. 

Q. Of course, when a new interruptible industrial cus¬ 
tomer comes on, you say it doesn’t cost any more to serve 
him except substantially the cost of gas bought to resell 
to him; that is the end result of your theory, isn’t it ? 

A. Yes, sir. 

Q. And, of course, charging him the rates that you do, 
which produces these huge excess profits as shown in 
your exhibit, it follows, does it not, as day follows night, 
that your income taxes are increased by reason of those 
[1646] excess profits? 

A. Mr. Littman- 

Q. (Interposing:) Or any other profits? 

A. I can’t engage in a discussion on the income tax, 
but I will say this, that if the income tax is greater by 
virtue of any interruptible business than it would have 
been without it, that that is a proper item in the cost of 
service. 

Q. A proper charge against whom? 

A. The interruptible business. 

Q. And you have charged none at all, except this $2600 ? 

A. That is correct. 

Q. Against the interruptible customers? 

A. That is correct. 

[1647] Q. So that no matter what the amount of the 
income taxes paid by the company is, whether it is 
$1,000,000 or $3,000,000, you wouldn’t allocate, by your 
method, any more than the $2600 which you have done ? 

Mr. Dougherty: Might I inquire if this question relates 
to income taxes actually paid on the earnings of the com¬ 
pany, or the computed income tax which is included as an 
item of cost in the variety of cost allocations, both by the 
Commission’s staff and by Mr. Simonds? I don’t think 
that the question is clear. Mr. Littman talks about earn¬ 
ings, and income tax on earnings, when the income tax in 
these exhibits is not that. 
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Mr. Littman: Of course Mr. Dougherty’s statement is 
calculated to help the witness on this subject. I thinly this 
witness is able to take care of himself. 

Mr. Dougherty: He doesn’t need any help. 

By Mr. Littman: 

Q. Do you understand my questions? Have you had 
any trouble following me? 

A. Generally not. 

Trial Examiner: We will take a recess for five minutes. 

(Whereupon, a five minute recess was taken, after 'syhich 
the hearing was resumed). 

Trial Examiner: The hearing will come to order, please. 

Mr. Littman: I think there was a pending questiorj, but 
rather than have him answer that, I will start anew. 

[1648] By Mr. Littman: j 

Q. Now you didn’t have anything to do with the compu¬ 
tation of federal income taxes in the aggregate, did ydu? 

A. No sir. 

Q. You simply allocated ^whatever income taxes Mr. 
Shuttleworth gave you as the starting figure? 

A. That is correct. 

Q. Now the amount which Mr. Shuttleworth gavd you 
was, in total, for 1943, $636,969, is that right? 

A. Yes sir. 

Q. That is the income tax which Mr. Shuttleworth (com¬ 
puted that the company would have to pay if it earned 
an overall return of 6Mz per cent on the rate base? 

A. Right. 

Q. Now suppose Mr. Shuttleworth had given you a figure 
which represented the total amount of income tax \jrtiich 
the company actually paid, how would you have allocated 
that? 

A. I would have endeavored, Mr. Littman, to get babk to 
the oft-repeated formula, that any cost incurred by virtue 
of the interruptible business, is a proper charge ag|ainst 
that business, whether it is cost of gas, whether it ijs in¬ 
vestment, or whether it is taxes. 

Q. How would you go about doing that? 

A. The income tax in this exhibit is, as you say, Mr. 
Littman, computed on the basis of the company earning 
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[1649] 6 1 /£% return on the net rate base. Under those con¬ 
ditions, if the earnings were that amount, there would ob¬ 
viously be relatively small earnings, if any, from the in¬ 
terruptible gas. 

Now, if the income tax, instead of being computed on a 
6 V 2 percent return basis, was as actually paid, then that 
portion of the tax which was greater than it would have 
been if the interruptible business had not been on the line, 
would be charged against the interruptible business. 

Q. Well, it follows, does it not, that income taxes do 
not follow property, if some portion of the income taxes is 
directly attributable to the interruptible business? 

• A. In this case, Mr. Littman, of these schedules and 
exhibits, the income tax is based upon a return which, in it¬ 
self, follows property, 'therefore, it seems to me that the 
tax follows property. 

Q. In other words, it : is your understanding that Mr. 
Shuttleworth computed his income taxes on the basis of 
the property of the company? 

A. Oh, no, the return on the property of the company. 

In other words, G 1 /* percent on some $13,000,000. 

' Q. Is it your understanding of this total $636,969 of in¬ 
come taxes, which Mr. Shuttleworth gave you and which 
you allocated, that that amount -would not change if the 
volumes of gas sold in 1943 were changed? 

: A. If the volumes of gas sold changed, the return on 
[1650] the rate base presumably would change. Therefore, 
inasmuch as this was calculated on a given return of 6 1 /*> 
percent, if the actual earnings had been 7 percent, if you 
please, on the rate base, instead of 6 1 / 2 , then the tax -would 
have increased accordingly. 

Q. No, you apparently don’t follow my question. 

A. I am sorry. 

f 

Trial Examiner: Let me get this straight. Did you make 
the assignment to the interruptible business of certain 
physical property? 

The Witness: I did. 

Trial Examiner: Of the investment in that ? 

The Witness: Directly allocable to the interruptible bus¬ 
iness. 

Trial Examiner: Then Mr. Shuttleworth simply applied 
the 6 V 2 percent rate of return to the investment which you 





had segregated for that purpose, is that it, in arriving at 
the return? 

The Witness: Mr. Examiner, if I understand it correptly, 
Mr. Shuttleworth, in determining the tax in this situation, 

assumed a return of 6 V 2 percent- 

Trial Examiner (Interposing:) On the property Which 
you had segregated? 

The Witness: Upon the entire rate base of the company. 
And he made the tax accordingly. 

[1651] Now, inasmuch as some of that rate base, a Rela¬ 
tively small amount, was directly chargeable to the inter¬ 
ruptible customers, a portion—and as Mr. Littman Rays, 
a relatively small portion—of the tax was charged against 

the interruptible business. 

_ | 

Trial Examiner: When you say “was directly chargejable 

to the interruptible business”, it was directly chargejable 
to the interruptible business on the basis of your allocation, 
is that it? 

The Witness: On the basis of the property. 

Trial Examiner: I know, but who made the allocation of 
the property as between the interruptible business and the 
other? 

The Witness: That was made in Mr. Shuttleworth ’R de¬ 
partment. 

Trial Examiner: You didn’t make it? 

The Witness: No, sir, I was given that. 


Bv Mr. Littman: 

* 

Q. You accepted that? 

A. Yes, sir, I did. In other words, I accepted $90,000— 
plus of the plant account as having been spent for late rals, 
metering and regulating equipment, and so forth, properly 
chargeable and solely chargeable against the interruptible 
customers. 

Q. In other words, to follow up the line of inquiry by 
[1652] the Trial Examiner, as I understand it you ascer¬ 
tained what investment there was in property which was 
devoted exclusively to the use of certain customers, Rome 
of which were these interruptible industrial customerR? 

A. Yes, sir. 

Q. And that property consisted, for the most part!, of 
laterals or offshoots from the main line that were hsed 
exclusively to serve them? 

Q. Yes, sir. 
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Q. And amounted in total investment to about $90,000? 

A. So far as interruptible customers were concerned, 
yes, sir. 

Q. Now, in allocating the total income tax, wbat you did 
was to first take 6V2 percent return on the investment in 
those laterals or lines used exclusively to serve the interrup¬ 
tible customers? 

A. That is correct. 

Q. And you allocated the total income tax in the same 
ratio that that portion of the return bore to the return 
on the entire investment? 

A. That is correct. 

Mr. Littman: Does that clear it up, Mr. Examiner? 

Trial Examiner: Yes. 

Bv Mr. Littman: 

* 

Q. Now, as I understand your theory of allocating income 
[1653] tax, it is that the tax would be the same whether the 
company had these interruptible customers or not, is that 
right ? 

A. Oh, no, Mr. Littman. 

Q. Well, as I understood your theory, it is that you do 
not assign any portion of the Demand costs to these in¬ 
terruptible customers have not caused any part of those 
Demand costs; is that right? 

A. That is correct, yes, sir. 

Q. Now, 93 percent of the total Federal income taxes 
for 1943, as computed by Mr. Sliuttleworth in the total 
amount of $636,000, you assigned 93 percent of the total to 
Demand, didn’t you? 

A. Yes, sir. 

Q. And not one penny of those taxes appearing in the 
Demand column is paid by the interruptible customers, is 
that right? 

A. That is correct, because the tax is computed upon the 
company earning a 6M> percent return upon its rate base, 
under which conditions the earnings accruing from inter¬ 
ruptible business would be very nominal; but in general, if 
the interruptible business is directly responsible for any 
increase in tax over what it would have been if there had 
been no interruptible business, it would be chargeable 
against the interruptible business. 

Q. In other words, it is your theory that the tax figure 
[1654] which Mr. Shuttleworth gave you, of $636,696, would 



not vary materially, up or down, whether you had this in¬ 
terruptible business or not? 

A. That is right. 

Q. Have you made any investigation to ascertain whether 
the figure of $636,969 of income tax would vary witlji the 
volumes of gas sold? 

A. As the volumes- 

Q. (interposing:) Did you make any investigation?! 

A. No, sir. 

Q. And if that amount varies, up or down, with the| vol¬ 
umes of gas sold, then you have improperly applied !your 
theory to this amount of $636,969, haven’t you? 

A. If that amount increased by virtue of greater sales 
for interruptible business, then that increased amount 
would be charged as a direct charge against the interruptible 
business. 

Q. Well, did you make any investigation to find out 
whether that was the fact? 

A. No, I did not. 

Q. You say you are altogether unfamiliar with Section 
735 relief as it applies to the income tax? 

A. I am not in a position to discuss it intelligently at all. 

Q. Do you know this much about it, that the creditj that 
[1655] is allowed to be applied against excess profits tax 
is dependent upon the volumes of gas sold? 

A. Yes. 

Q. So that, if the credit varies up or down depending upon 
the volumes of gas sold, naturally this $636,969 would vary 
as the volumes varied, wouldn’t it? 

A. That tax w T ould vary as the earnings applicable to 
the return on the investment varied. If you sell inorfe gas 
and, instead of having a 6 Mj percent return you earn 7 
percent upon- 


Q. (Interposing:) I am not talking about 6 1 /-: percent 
return. As I understand it, you assumed that that >vould 
be given by the Commission in any event, didn’t vou|? 

A. I wanted to say that Mr. Shuttleworth’s income tax 
calculation was based upon the assumption of an earning of 
6M> percent return on the rate base. 

Q. But his excess profits tax credit was figured ojn the 
volumes of gas sold, wasn’t it, or don’t you know? 

A. I don’t know. 

Q. Well, assuming that the excess profits tax credit was 
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.based upon the volumes of gas sold, obviously the total 
tax would vary with tbe volumes of gas to that extent, 
would it not? 

A. I would think so, yes. 

Q. And that would throw your theory out of kilter, at 
[1656] least to that extent, wouldn’t it? 

A. It would appear that it might. 

Q. Now also, in computing the excess profits tax credit, 
you have got to take into consideration the net income, or net 
operating income per books, do you not? 

A. Yes. 

Q. That operating income per books, which is equivalent 
to Return, upon which the excess profits tax credit is based, 
varies up and down depending on a good many things, in¬ 
cluding the quantities of gas sold, doesn’t it? 

A. The ultimate income varies with the quantities of gas 
sold, yes, sir. 

Q. And to the extent that the situation was affected by 
the 13,000,000 MCF of gas sold to the interruptible cus¬ 
tomers in 1943, you have not taken that into account in 
this allocation study, have you? 

A. I have not, Mr. Littman. This allocation study was 
based upon a particular set of operating conditions and 
costs. Change those, and you change the allocation. 

Q. But you don’t know what goes to make up those operat¬ 
ing costs in so far as the computation of taxes is concerned, 
do you? 

A. No, sir. 

Q. Now, let us discuss briefly the matter of Return. Re¬ 
ferring to page 10 of Exhibit 61, the total Return is $906,920. 
[1657] That represents a 6M> percent return on the entire 
net investment, including working capital, as of December 
31, 1943; is that right? 

A. Yes, sir. 

Q. Of the total return allowed on the property of $906,920, 
how much of that do you assign to the interruptible indus¬ 
trial customers, how much of that do they pay, under your 
method? 

A. They pay the return on that property directly charge¬ 
able against interruptible business. 

Q. And that amounts to only $3,540, is that right? 

A. Yes. 

Q. In 1943? 



A. Yes. 

Q. Now, that amount of $3540 is only the return oji the 
investment in the few little lines that are off-shoots froijn the 
main line, that serve these interruptible customers? 

A. That is true. 

Q. You don’t assign one penny of the return on the imain 
line to any of the interruptible customers? 

A. I do not. 

Q. And that is true, notwithstanding the fact that those 
interruptible customers are actually making use of that line 
on your firm peak day; isn’t that true? 

A. That is true. 

[1658] Q. In other words, it is perfectly possible, finder 
your theory, for an interruptible customer to not bje in¬ 
terrupted at all throughout the entire year, and still not 
share, under your method, one penny of the cost of return 
on the main line pipeline ? 

A. It is conceivable that interruptible customers plight 
not be interrupted. 

Q. Well, the company has some of those, hasn’t it? 

A. So I understand, generally. My investigation showed 
that all interruptible customers at one time or another were 
interrupted. 

Q. Well, let’s be charitable and say that on some: one 
day they did get interrupted for a few hours, but they are 
using the line all the rest of the time? 

A. Yes, sir. 

Q. They don’t share in any part of the return on the 
main line? 

A. No, sir. 

Q. Under your method? 

A. That is correct. 

Q. And assuming that an interruptible customer, b>J vir¬ 
tue of the fact that there was some capacity available,) was 
never interrupted throughout the period of a year, under 
your method he would still not bear any portion of the ex¬ 
pense? 

[1659] A. That is correct. 

Q. And the only difference between that kind of a cus¬ 
tomer and the firm customer would be the wording oi the 
contract which gives the company the right to interrupt him 
in certain instances? 

A. Yes. 
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Q. Now, these main lines, or this main line, rather, lead¬ 
ing from the Monroe Field all the 'way up into St. Louis, 
is carrying gas, isn’t it, for the purpose of serving these 
customers'? 

A. It is carrying gas for three classes of customers, in¬ 
terruptible, direct and resale. 

(At this point Commissioner Scott joined the Trial Ex¬ 
aminer on the bench, and remained throughout the balance 
of the morning session.) 

By Mr. Littman: 

Q. And these interruptible industrial customers are 
receiving a very substantial benefit from the use of this line, 
throughout the greater portion of the time, throughout the 
year, are they not? 

A. They are getting gas through that line most of the 
year. 

Q. But under your theory they don’t pay for any of the 
return? 

A. That is correct. 

[1660] Q. Now, even the item of Working Capital, which 
appears immediately below the Return, which amounts to 
only $43,550, you haven’t allocated any of the Working 
Capital to these interruptible industrial customers, have 
you? 

A. I have not, and to the extent, if any, that the Work¬ 
ing Capital is greater by virtue of the interruptible cus¬ 
tomers, the allocation would be in error. 

Q. Well, you don’t mean to say that all of your Working 
Capital is devoted exclusively to the benefit of all the 
customers other than the interruptible customers? 

A. No, and I say to the extent that it isn’t, this would 
be in error. If your Working Capital, required Working 
Capital, is greater because of the interruptible business, 
then the interruptible business should carry that. 

Q. Don’t you know whether the Working Capital is 
used, in part, to service the interruptible customers as well 
as the firm customers, or didn’t you investigate that? 

A. It is my understanding that the Working Capital is 
based upon 45 days of operating expenses, ex-cost of gas. 

Q. Well, you allocated some of those operating expenses 
to the interruptible industrial customers. Why don’t you 



allocate some of the Working Capital related to tho^e op¬ 
erating expenses? 

A. I say that to the extent that that exists, thisj is in 
error. 

[1661] Q. Then you have erred to that extent? 

A. Yes, sir. 

Q. Coming back to Return again, Return is available for 
interest and dividends, isn’t it? 

A. Yes, sir. 


Q. Is it your theory that the reason you didn’t allocate 
any portion of the Demand part of the Return to interrupt¬ 
ible customers is because Return, in your opinion, is not 
a function of volume but is a fixed charge? 

A. Yes, sir, the function of property. 

Q. Now, Return is available, as you said, for interest 
and dividends? 

A. Yes, sir. 

Q. Interest is a liability against the corporation^ and 
it must be paid and is a fixed charge? 

A. Yes, sir. 

Q. Aren’t dividends a liability? 

A. A dividend is that portion of the earnings, remalining 
after meeting the obligations, available to the equity own¬ 
ers of the property. 

Q. They are not a fixed charge? 

A. No, sir. 

Q. Dividends vary with the volume of gas sold, ^lon’t 
they? 


A. They do. 

[1662] Q. And they vary also in accordance with the 
policy of the Board of Directors? 

A. Thev do. 

* 

Q. For instance, in 1936 the company paid a 10 percent 
dividend—in both 1936 and 1937; they paid a 5 percent 
dividend in 1938; then in 1939 and 1940, they paid 5i per¬ 
cent; in 1941, the company paid 10 percent; and alsj>o 10 
percent in 1942; and 12 x /i percent in 1943—are you fanjiiliar 
with those figures? 

A. Generally, yes. 

Q. So the dividends have varied from year to year? 

A. They have. 

Q. However, you have treated the Return as a jfixed 
charge, haven’t you, in total? 
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A. Yes, sir, I have. 

Q. You are familiar, are you not, with the testimony of 
the president of Mississippi River Fuel Corporation, Mr. 
Comfort, that this line was developed primarily to serve 
an industrial market? 

A. I am. 

Q. You are also familiar with the fact, are you not, that 
a large capacity in excess of the needs of the firm cus¬ 
tomers, had been installed in this line? 

A. Was initially installed. 

Q. Well, there still is some excess capacity, isn’t there? 
[1663] A. From an operating point of view, I question 
that. 

Q. Let’s look at your firm peak day, look at page 6 of 
Exhibit 61. What was the total delivery on the firm peak 
day of January 7, 1944, to your firm customers? 

A. 117,000,0*00 or 118,000,000 cubic feet. 

Q. 117,000,000 or 118,000,000 cubic feet of gas was deliv¬ 
ered on that day to your firm customers? 

A. That is right. 

Q. And that was the highest delivery to firm customers 
in 1943, or down to date in 1944? 

A. That figure was given me by the company. Subse¬ 
quently, I believe and understand that Mr. Miller, in his 
investigation, developed a day in December, 1943, where 
the firm gas was in the neighborhood of 125,000,000 cubic 
feet. 

Q. Well, what do you mean to say now, that you have 
got the wrong peak day for firm gas, is that what you are 
trying to tell us? 

A. No, I am not. 

Q. Well, then, why refer to Mr. Miller’s figures? Is this 
or is this not the peak day for firm gas, or isn’t it, this 
January 7, 1944? 

A. That is the maximum day of firm gas, applicable to 
1943 volumes, which was given to me by the company. 

Q. Well, is it right or is it wrong? 

[1664] A. I would say that it is in error, so far as the 
amount is concerned, but not so far as the relationship of 
the resale gas to the firm gas. 

Q. Well, suppose you give us the correct figures, if these 
figures are wrong. We have been operating here for the 
past few days on the basis that this exhibit correctly 
represents what it purports to represent. If this peak 
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day is wrong, suppose you revise it now and let’s li^ve 
the correct volumes? 

A. I will be glad to. This exhibit shows- 

Q. (Interposing:) Which exhibit are you talking about 
now, Exhibit 61? 

7 # l 

A. Exhibit 61 shows the firm gas demand on .January 
7, 1944, of 117,073,000 cubic feet. The percentage of Ee- 
sale to total firm, ex-Crossett, I calculate to be 5^.86 
percent. 

Q. That is for the Resale business? 

A. That is the percent of Resale to the total firm, ex- 
Crossett. 

On December 16, I am advised that the firm gas, ex- 
Crossett, was 127,000,000 cubic feet, in round figures. 

Q. That is on what day? 

A. On December 16, 1943—of which 56.01 per cent 'syas 
Resale gas, which to me does not affect, from my point) of 
view, the correctness of the figures in the exhibit to Jjny 
material degree. 

Q. Have you calculated to find out how much it would 
affect it? 

A. I have been influenced by the small difference between 
55.86 percent and 56.01 percent. 

Q. Well, you have it percentage-wise, but what difference 
would it make in dollars? Would you have to go through 
this entire- 

A. (Interposing:) No, I can give you that after recess, 
if I may. 

Q. All right, give it to us after the recess. 

Of course, it would change all the details of your exhibits 
in so far as showing the costs as among the various utiljty 
customers, wouldn’t it? 

A. It would have some effect on that, ves. 

Q. And you haven’t figured that out, have you? 

A. No, sir. 

Q. Who gave you this day of January 7, 1944, as the 
maximum peak day of firm gas? 

A. The man in charge of the Chart Department. 

Q. Did you make any investigation of your own to 
the proper peak day? 

A. I did not. 

Q. When did you first discover that this was wrong? 

A. I was informed when I was in St. Louis a week a£o 
Thursday, a week ago last Thursday. 
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[1666] Q. And this is the first time that you have made 
anv statement about the necessity for making any correc- 
tion in vour exhibit ? 

A. Yes, sir. 

Q. Do you know what the firm peak day was in 1942? 

A. I have no reason to think that it is different from that 
used in the exhibit, which was January 25, 1943. 

Q. Well, suppose you state the firm delivery on that day? 

A. The total firm, ex-Crossett, on January 25, 1943, was 
116,207,000. 

Q. That is pretty close to the firm day that you have 
selected, as shown on page 6 of Exhibit 61, for 1943? 

A. Very close, yes, sir. 

Q. To your knowledge, would the coincidental peak day 
of firm gas in 1944, for the year 1944, thus far, be any 
different than that shown on page 6 of Exhibit 61? 

A. I have no knowledge, no, sir, to that effect. 

Q. You have no knowledge to what effect, that it would 
or wouldn’t? 

A. To the effect that there has been any day thus far 
in 1944 that would be different from this. 

Q. On that basis, you would have the peak day in 1942 
on which there was used in the vicinity of 116,000,000 cubic 
feet, and a firm peak day in 1944 on which approximately 
[1667] 117,000,000 cubic feet was used by the firm cus¬ 
tomers? 

A. That is correct. 

Q. Now, what is the capacity of your system? 

A. The capacity of the system is not in excess of 135,- 
000,000 cubic feet. 

Q. 135,000,000 cubic feet per day, is that right? 

A. Yes, sir. 

Q. So on that basis- 

Mr. Dougherty: (Interposing) Does that include or ex¬ 
clude Crossett? 

The Witness: That includes Crossett, that is the total 
capacity of the line. 

Bv Mr. Littman: 

Q. Crossett is one of your customers? 

Mr. Dougherty: But it is not included in these other 
figures, Mr, Littman. 
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Mr. Littman: What oilier figures? 

Mr. Dougherty: The peak day figures that you have 
been asking him about do not include the Crossett sales, 
either in his exhibits or Mr. French’s exhibits, oij any 
others. 

Bv Mr. Littman: 

Q. All right, that would make a capacity, on a com¬ 
parable basis, of 130,000,000 cubic feet per day? 

A. That is correct. 

Q. So on that basis, you would still have 13,00j0,000 
[1668] cubic feet per day of capacity available for inter¬ 
ruptible customers? 

A. On that basis the excess capacity available for] firm 
gas, on those days, would be 13,000,000 cubic feet; aijid to 
the extent that there was no firm gas, it would be avail¬ 
able for interruptible. 

Q. I am talking about the two days when you sol(] all 
the firm gas you could possibly sell. 

A. Right. 

Q. Is that right? 

A. Yes. 

Q. And you still had 13,000,000 cubic feet of capacity 
left? 

A. That is correct. 

Q. You would have to add to that 13,000,000, whatever 
you could have pulled out of line pack, wouldn’t you? 

A. Yes. 

Q. And you could pull about 5,000,000 out of line pack 
for one day, at least, couldn’t you? 

A. That 135,000,000 cubic feet represents the maxiijium 
capacity of the line. 

Q. Well, that is the rated capacity. Now in addition 
to the rated capacity, as an operating matter, as a matter 
of practice, the company can deliver more than its rated 
capacity? 

A. For a short, period. 

[1669] Q. Well, for at least a day? 

A. Perhaps. 

Q. Now, what amounts could be delivered reasonably 
out of line pack during a 24-hour period—would 10 or 15 
million cubic feet be about right? 

A. I don’t know, I can’t answer. 
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Q. You don’t know? 

A. That is right. 

Q. You made no study of that ? 

A. No. 

Q. Assuming that it is only 10,000.000 cubic feet, which 
is pretty low, you would have 23,000,000 cubic feet of extra 
capacity, on a 24-liour period basis, which would be avail¬ 
able for interruptible deliveries to industrial customers if 
the company wanted to make them? 

A. On that assumption, yes, sir. 

Q. Now, it is certainly fair to say, isn’t it, that during 
these war years, notwithstanding the large firm deliveries, 
there has been installed some capacity for these inter¬ 
ruptible customers, of which they make some use on a peak 
day—isn’t that a fair statement? 

A. I don’t think so, Mr. Littman, so far as my informa¬ 
tion is concerned, which is that no investment in line 
capacity has been made to meet the requirements of any 
interruptible customer. 

[1670] Q. Well, it is there, isn’t it, whether it w^as intended 
to be made or not? It is there, isn’t it? 

A. There is capacity there for about 135,000,000 feet, 
including Crossett, yes, sir. 

Q. Plus whatever line pack sales can be made? 

A. If, on this peak day, you have your maximum demand 
for a short period, and not sustained for 2 or 3 days. 

Q. Notwithstanding the fact that there is some capacity 
there which is in fact used by interruptible customers, you 
have not assigned one penny of the demand portion of the 
Return to those interruptible customers, have you? 

A. I have not. 

Q. Notwithstanding the fact that they actually do use 
that capacity, is that right? 

A. They have used it on the day of maximum demand, 
used some of it. 

Q. And, as you stated earlier, in the initial stages of the 
history of this business, a great deal of capacity was in¬ 
stalled for the industrial market, and that was supposed to 
be the purpose of building this line? You understand that 
to be a fact, don’t you? 

A. I understand that the initial capacity of the line, which 
might be 105,000,000 or 110,000,000 cubic feet, represented 
the judgment of the builders or owners that that was a rea¬ 
sonable firm gas market that could be developed. 
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[1671] Q. Now, coming back to Return again, let’s take up 
our little classic example. You say that you haven’t allo¬ 
cated any of the Demand portion of the Return to the inter¬ 
ruptible customers because the taking on of that interjrup- 
tible business does not increase or affect the Return? 

A. That is right. 

Q. Now, let’s assume that the company is going to take 
on two new customers tomorrow, one a new firm customer, 
and the other a new interruptible customer. Do you lliave 
that? 

A. I have. 

Q. Now, you have two new customers, one a new firm cus¬ 
tomer and one a new interruptible customer, coming on the 
line tomorrow. Under your theory does the interruptible 
customer bear any portion of the Return on the main l}ne? 

A. Under the conditions that you have outlined, |Mr. 
Littman, I would recast the cost of service based upon the 
conditions then existing, and- 

Q. (Interposing:) Let’s assume conditions now existing, 
if you are having trouble with assuming conditions. 

A. I would not allocate any of the Demand to that indus¬ 
trial customer. 

Q. You would not allocate any of the Demand to the pew 
interruptible customer? 

A. That is right. 

Q. But you would allocate a portion of the Demancf to 
[1672] the new firm customer? 

A. To the extent that he came on the line the dav, of 
maximum firm gas demand. 

Q. And you would do that, notwithstanding the fact tfiat 
the addition of neither of those customers had caused ^he 
Return to vary one iota? 

A. That is correct. 

Q. Well, if the Commission were to fix rates on any shell 
basis, that would clearly be discrimination, wouldn’t it? 

A. You mean fix rates to the resale customers on t^at 
basis? 

Q. I am asking you, if the Commission were to fix ra^es 
on the basis of giving preferential treatment to one or tjwo 
customers on the facts that I have assumed, it would cleanly 
be discrimination, wouldn’t it? 

A. Mr. Littman, I am not designing rates or talking rates. 
I am trying to justify an allocation of cost of service as of 
a certain time and under certain conditions. 
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Q. Well, aren’t you recommending that the Commission 
use your allocation as a guide for fixing rates in this case? 

A. As a guide, yes, sir. 

Q. Wherein would you recommend that this item of dis¬ 
crimination be ironed out as between these two new cus¬ 
tomers that are coming on, one of which you caused to bear 
all the Return and the other one you caused to bear no 
Return? 

[1673] A. As I understand, they would not be considered, 
because they are not within the jurisdiction of the Act. 

Q. Well, let’s assume that they are both resale customers? 

A. Well, if they are both resale customers, they -would 
contribute toward the peak demand on that day, and would 
be charged their portion of it. 

Q. Oh, you mean to say that if the customer is an inter¬ 
ruptible resale customer, he is treated differently in your 
allocation than if he is an interruptible direct customer? 

A. So far as I know—no, they should be treated similarly. 

Q. But you don’t treat them that way in this exhibit, do 
you? 

A. To this degree, so far as I know there are two inter¬ 
ruptible customers over which the Mississippi River Fuel 
Corporation has jurisdiction, which come within the resale 
category. 

Q. Which ones are those? 

A. One is the Batesville Lime & Cement Company, served 
by the Arkansas Power & Light, and the other is the General 
Cable Company, served by Laclede Gas Light. 

Q. Those are a couple of big customers, aren’t they? 
Suppose you state the volumes of gas taken by those two 
customers on your firm peak day, January 7, 1944? 

[1674] A. I would be glad to. 

The Batesville Lime & Cement Company, on January 7, 
1944, had a demand of 1385 MCF. I have no information 
as to the demands of the General Cable Company, although 
in some schedules filed by the Laclede Gas Light Company, 
with the War Production Board, that maximum day is given 
as 375 MCF. 

Q. Well, you have included those two industrial custom¬ 
ers who are sold through the medium of certain utilities, 
and not direct, you have included those under the Sales to 
Utilities for Resale, haven’t you? 

A. They are in those figures, yes, sir. 

Q. That is, for instance, shown on page 6 of Exhibit 61 ? 
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A. They are in those figures, yes, sir. 

Q. Now, Batesville Lime is an interruptible customer, 
isn’t it? 

A. It is. 

Q. It was on the line on this coincidental peak: day, 
wasn’t it? 

A. It was. 

Q. You assigned a proportion of the Demand cokts to 
that interruptible customer? 

A. I did. 

Q. Now, you did not assign any of the Demand costs to 
direct interruptible customers, did you, who were on the 
line on that day? 

[1675] A. I did not, except in this respect: In these* allo¬ 
cations, there were 4 customers treated as interruptible 
direct customers which, in effect, are firm interruptible 
customers. I refer- 

Q. (Interposing:) Firm interruptible customers? 

A. Firm industrial customers, excuse me. I refer to 
the demands of the Alpha Portland Cement Company; the 
first 200,000 cubic feet of the Aluminum Ore Company; to 
the contract for boiler gas of the St. Louis County GasCom- 
pany; and the Glen Park Glencoe Lime Company. Those 
companies, the demand of those companies was included in 
the breakdown of the maximum day given to me in the inter¬ 
ruptible, direct interruptible group or class. And I believe 
they have been so considered by others. j 

Contractually, those are not interruptible customers. 
Therefore, although on the one hand I may have err£d in 
not pulling the two interruptible customers served by the 
resale group, on the other hand I erred in excluding from 
firm industrial about the same amount of demand. 

Q. Well, let’s see what you have done- 

Trial Examiner (Interposing): Docs tliat complete Pour 
answer? 

The Witness :;Yes, sir. 

Trial Examiner: The hearing is recessed to reconvene 
at 2 o’clock. 

I 

I 

[1676] (Whereupon, at 12:35 o’clock p. m., a recess! was 
taken until 2:00 o’clock p. m., of the same day.) 


i 
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[1677] Afternoon Session 

(The hearing was resumed at 2:00 o’clock p.m.) 

Trial Examiner: Please come to order. 

Whereupon, 0. H. Simonds, resumed the stand and testi¬ 
fied further as follows: 

Cross-examination (resumed). 

Bv Mr. Littman: 

•> 

Q. Mr. Simonds, at the close of the morning session, I 
believe we were discussing Exhibit No. 61, particularly the 
basis of allocation summarized on page 1 and page 6 thereof, 
which reflects allocation on the basis of the coincidental 
peak day, in MCF of firm gas. 

I believe you testified that the interruptible customers 
who were served through other utilities, that is, wholesale 
sales, were included under your heading “Sales to Utilities 
for Resale”? 

A. Yes, sir. 

Q. In other words, the effect of doing that was that you 
treated such wholesale interruptible customers as firm cus¬ 
tomers, didn’t you? 

A. I inadvertently did, yes, sir. 

Q. In other words, looking at page 6, for instance, under 
your heading, “Coincidental Peak Day in MCF of Firm 
Gas”, there is included in the Sales to Utilities for Resale 
[1678] the sales made on that peak day to interruptible in¬ 
dustrials who are served through the medium of other util¬ 
ities? 

A. Yes, sir, to the extent of 1,760 MCF. 

Q. You apportioned, in other words, the Demand costs 
under this basis, as among only the firm customers, firm 
industrials, and sales to Utilities for Resale, the latter of 
which included all of the interruptible sales made through 
other utilities? 

A. Yes, that is right. 

Q. And the result of that treatment would be to dis¬ 
criminate against the interruptible customer who is served 
through a utility? 

A. Or, along the same line, it would tend to increase 
that portion of the Demand on that day chargeable to re¬ 
sale customers. 
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Q. In other words, taking your method literally, we 
have, let us say, two interruptible industrial customers, pne 
served direct by Mississippi River Fuel Corporation hnd 
the other served through a utility. Do you get that situa¬ 
tion? 

A. Yes. 

Q. Applying the method which you have used, literally, 
which you have used for allocating sales on the basis of the 
firm peak, under your method you would allocate no Demjand 
costs to the interruptible customer served directly, but 
would allocate Demand costs to the interruptible custoimer 
[1679] who is served through a utility? 

A. May I say that inadvertently- 

Q. (Interposing:) Is that the effect of your method—that 
is what happened, isn’t it? 

A. Yes. May I say that inadvertently that is the fact. 
As a matter of fact, however, there is a compensating) ad¬ 
justment as respects some firm direct sales- 

Q. (Interposing:) You mean there is a compensating er¬ 
ror, you made an error in some other respects which Com¬ 
pensates this error? 

A. If you wish to put it that way. 

Q. And that error was to treat certain firm customers 
or firm sales as interruptible when in fact they were—i— 

A. (Interposing:) Firm in all or in part. 

Q. Have you made an estimate of exactly what the effect 
of these two compensating errors is, and how it affects your 
allocation? 

A. Yes, sir. As respects the year 1942, and especially 
with respect to the day of maximum firm gas, JanuarV 25, 
1943, the total firm, ex-Crossett, is increased from 116,207 
MCF to 116,753 MCF- 

Q. (Interposing:) What are you talking about now, what 
is that, dollars or MCF ? 

A. MCF. 

Q. Will you kindly give us those figures again, and let 
[1680] me see if I can find them on this exhibit? 

A. That was for 1942. May I refer you to pageil of 
Exhibit 61. 

Q. All right. 

A. The total system peak, ex-Crossett, as shown tjhere, 
is 123,514 MCF. The total firm, ex-Crossett, is 116,207 JlCF. 

Q. How do you arrive at that figure? 


i 

i 
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A. I think if you will take 49,054, which is the firm in¬ 
dustrial, and add it to 67,153, which is the firm Resale, that 
you will get 116,207 MCF, will you not? 

Q. That is right, 116,207 MCF total of firm gas, which 
you treated as firm gas for the purposes of Exhibit 61. 

A. Yes, of which the proportion of Resale was 57.79 
percent. 

Q. And the total for firm industrial is approximately 43 
percent? 

A. 42.21 percent, yes, sir. 

Q. Now, you have given the figures exactly as they ap¬ 
pear in your exhibit? 

A. Right. 

Q. At page 1 of Exhibit 61 ? 

A. Yes. 

Q. Now, what effect would these two so-called compen¬ 
sating errors, if considered, have on this exhibit ? 

A. They would tend to increase the figure of firm gas, 
[1681] ex-Crossett, from 116,207 MCF to 116,753 MCF. The 
percentage of Resale to the total firm, ex-Crossett, is 
changed from 57.79 percent to 57.75 percent. 

Similarly, as respect the year 1943- 

Q. (Interposing:) Just a minute, before you leave 1942 
would you mind giving us the new breakdown as between 
the firm industrial and the total sales for resale, on the 
peak day? 

A. I have that. The firm industrial is increased from 
49,054 MCF by 1500 MCF, to 50,554 MCF. The interruptible 
figure of 7,307 MCF is decreased by the same 1500 MCF, 
and becomes 5,807 MCF. The Resale figure of 67,153 MCF 
is decreased by 529 MCF, which was the demand of the 
Batesville Lime Company on that day, served through the 
Arkansas Power & Light Company, and by 375 MCF, which 
has been taken as the demand of the General Cable Com¬ 
pany, served through the Laclede Gas Light Company. The 
effect of those two adjustments, then, on Resale gas, is to 
reduce it from 67,153 MCF to 66,249 MCF. 

Mr. Dougherty: That would be the Firm Resale gas? 

The Witness: That is the Firm Resale gas, yes, sir. 

Mr. Dougherty: And the Interruptible Resale is how 
much ? 

The Witness: The Interruptible Resale is 904 MCF, on 
that day. 
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By Mr. Littman: 

Q. Is that the amount of the Interruptible Industrial 
sales, or is that the amount by which it is decreased, or wliat? 
[1682] A. The Resale demand of 67,153 MCF, as shown 
on page 1 of Exhibit 61, is decreased by 904 MCF, b£ing 
the aggregate demand of the Batesville and the General 
Cable customers as of that date. 

Q. In other words, if you apply these new totals to your 
allocation exhibits, which are predicated on coincidental 
peak day of firm gas, the regulated customers, or the Re¬ 
sale customers, would take a smaller amount of the Demjand 
costs, and therefore the indicated Excess Revenue for tjiem 
would be greater than you have shown in your exhibits; is 
that right? 

A. Except to the extent that the relationship of firm gas 
Resale to total firm gas stays within .04 percent. 

Mr. Doughert 3 r : Mr. Simonds, you gave a percentage a 
while ago of 57.75 percent, which I took you to mean to be 
the percentage of the firm Resale gas to the total firm gas 
after these adjustments had been made on the interruptible? 

The Witness: That is correct. 

Q. Now, that percentage is greater than the percentage 
you gave for Resale gas as already on this Schedule A, 
which you said was 57.49 percent? 

The Witness: 57.79 percent. 

Mr. Dougherty: I beg your pardon, I am sorry. 

The Witness: 57.79. 

By Mr. Littman: 

Q. Let me see if I understand what you did. You 
[1683] 1500 MCF to the Firm Industrial? 

A. Yes, sir. 

Q. And you deducted that 1500 from the Sales to Utili¬ 
ties for Resale? 

A. No, sir, from the Interruptible. 

Q. I am sorry, from the direct Interruptible? 

A. Yes. 

Q. Then you took 904 MCF away from the 67,153 M(?F, 
total Sales for Resale? 

A. Yes, sir. ♦ 

Q. Leaving 66,249 MCF ? 

A. Yes, sir. 
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Q. Where did you then put the 904 MCF that you took 
away from the total Sales for Resale? 

A. I didn’t include it at all in the Demand column. 

Q. Well, you sold that much gas, didn’t you, on the peak 
day? 

A. Yes, we sold that much gas, but the Resale portion of 
the Demand charge is not charged with it. 

Q. But they actually took it, and what I would like to 
know is where does that 904 MCF now go? It has got to 
be spread back somewhere. You show all your customers 
on this page 1 of Exhibit 61 ? 

A. If there were a classification Sales to Utilities for Re¬ 
sale-Firm, and Sales to Utilities for Resale-Interruptible, 
[1684] it would go in the latter category. 

Q. That is, the amount of Interruptible gas sold for 
resale ? 

A. Yes, sir. 

Q. The effect of making that correction would be to 
change all the figures in the exhibits, or schedules, which 
reflect your allocation on the basis of a coincidental peak 
day in MCF of firm gas, 'wouldn’t it? 

A. It would, to the extent of $1424 out of a total Demand 
charge against Resale gas of $2,057,348. 

Q. What would it do to these figures that are shown here 
under Sales to Utilities for Resale—those vrould all have to 
be recomputed, wouldn’t they? 

A. They would be recomputed to the extent of $1424, to 
a total of $2,057,348. 

Q. Well, all these figures would change, then, wouldn’t 
they, as among the various Sales to Utilities for Resale? 

A. They would change, in my opinion, a negligible amount, 
but they would change. 

Mr. Dougherty: Excuse me. Is your question, Mr. Litt- 
man, with respect to only the Schedules A, or including 
Schedules B and C? 

Mr. Littman: The Schedule A series and Schedule B 
series, both of which use the coincidental peak day in MCF 
of firm gas, that is my understanding. The Schedule C 
[1685] series relates only to the coincidental peak day in 
MCF of the system, which was the Commission Staff’s peak 
day. 

The Witness: That is correct. 
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Mr. Littman: And there the adjustment doesn’t ma[ke 
any difference, because the allocation takes into account 
the actual use by everybody on the line on a peak djiy, 
whether he is firm or interruptible, it makes no distinction 
for the purposes of the peak day; isn’t that right? 

The Witness: Yes. 

Mr. Dougherty: Excuse me. I think that with respectj to 
the Schedules B, that same thing is true, because in Sched¬ 
ules B the Demand charge there is spread against inter¬ 
ruptible - customers just the same as it is against firm cus¬ 
tomers. That is the reason I asked the question. 

Mr. Littman: Oh, I see. 

The Witness: I think it applies only to the Schedule A 
series. 

By Mr. Littman: 

Q. However, in the Schedule B series, you would li&ve 
to take that 904 MCF that we were talking about, and ]but 
it back in there under some category such as “indirect 
sales—interruptible”, wouldn’t you? 

A. Or Sales to Utilities for Resale, that would be jtlie 
same. 

Q. The amounts of Return, Taxes and Depreciation jire 
[16861 allocated to Interruptible sales by you on the gr|oss 
plant used solely for Interruptible Industrials, to the grjoss 
plant account, as shown in the column under Direct Charges, 
isn’t that right? 

A. Yes, sir, subject to the adjustment I made this inolrn- 
ing with respect to ad valorem taxes, a relatively sn|all 
amount. 

Q. Will you state how much plant is assigned direct to 
each of these classes—I am now speaking of the classes 
headed, at the top of Schedule D, on page 10 of Exhibit 61, 
“Resale”, “Firm Industrial”, “Interruptible Industrial” 
and “Crossett”—so we will have them all at one place for 
future reference? 

A. The investment directly attributable to serving cus¬ 
tomers, in terms of gross plant account, totals $l,614,612j92, 
of which there is charged against Firm Gas Direct Sale^;— 
$599,687.79; against interruptible Gas Sales—$95,223.^)3; 
against Resale Gas—$913,164.77. 

Q. You haven’t mentioned Crossett at this point. 

A. Excuse me. To make up the balance, it is Crosscut— 
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$6,536.43, which does not include the 5 miles of 22-inch loop, 
or that portion of Perryville Compressor Station which has 
been charged against Crossett, which was given this morn¬ 
ing. 

Q. How much are those amounts for Crossett—speaking 
-now of the 5-mile loop line and the other item there? 

, A. The 5-mile loop line is $154,475; that portion of Perry- 
[1687] ville investment allocated to Crossett is $54,342— 
making a total of $20S,817. That is for the year 1942. 

For the year 1943, that figure is changed slightly to 
$206,330, due to the different relationship of the Crossett 
demand to the total demand on the Perryville Station. 

Q. Well, the gross plant figure for Interruptible Sales, 
you have stated as about $95,000? 

A. Right. 

Q. The net plant would be somewhere in the neighbor¬ 
hood of $54,000 for that plant? 

A. I believe, Mr. Littman, that the ratio of gross plant 
to net plant in 1942 was 60.664 percent which, applied to 
the $95,000, w’ould indicate*a net plant for the Interruptible 
of around $57,000. 

Q. Well, you can easily find the exact amount by divid¬ 
ing your return at 6M> percent by 6M> percent, but let’s not 
take the time. The amounts are all so close that it is im¬ 
material, for the purposes of my next few’ questions. 

A. All right. 

Q. We get a net plant of $54,462. That w’ould be pretty 
close, w’ouldn’t it ? 

A. Yes. 

Q. In other w’ords, that is the net investment, approxi¬ 
mately, in those lateral lines that are used exclusively to 
serve Interruptible customers? 

[1688] A. Yes, sir. 

Q. And of course, the only Return and Depreciation that 
you assigned to those customers wras based on such net 
plant? 

A. The Return was based on the net plant; the Depreci¬ 
ation, I believe, was based upon the gross plant. 

Q. Now you show that Interruptible Sales actually earn¬ 
ed, according to your exhibit, $804,546 in excess of the 
total cost of service w’hich you show on page 6 of Exhibit 61. 
In other w r ords, that is the excess earnings for that class 
of business? 
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A. Yes, sir. | 

Q. Now, that is an actual return, is it not, of 1477 per¬ 
cent on the property which you say is devoted to sefving 
those interruptible customers? 

A. Based upon the method which I have used, the differ¬ 
ence between revenues received from interruptible gas 
sales and the cost of such sales, representing the amount 
of additional expense incurred that would not otherwise 
have been incurred, is $804,000-odd. 

Q. Well, according to your exhibit, relating the $S0j±,546 
of excess revenues, which you claim the company is gam¬ 
ing from these sales to industrial customers for interrupt¬ 
ible gas, relating that to the investment which you sdy is 
the only investment devoted to serving those customers, 
namely, an investment of $54,462, it gives you an exces^ re- 
[1689] turn of 1477 percent for that class of business, 
doesn’t it? j 

A. I will accept the figure, yes, sir. 

Q. Now that 1477 percent is in addition to the 6M> per¬ 
cent return on the investment? 

A. Additional to the 6M> percent on the $54,000 figure. 

Q. Does the Mississippi River Fuel Corporation sbrve 
war industries on an interruptible basis? 

A. I cannot answer that. 

Q. You don’t know? 

A. I do not. ! 

Q. Assuming that it did sell interruptible gas to leer- 
tain war industries, industries engaged in war work, wduld 
you be prepared to say that the Mississippi River Ifuel 
Corporation is earning something in the vicinity of 1500 
percent on its war business, on the investment devotee 1 ] to 
that war business; would that be your testimony? 

A. My testimony would be that interruptible gas spld, 
if you please, for war purposes, is sold in competition with 
other fuels, and it is the value of the gas as compared to 
the coal or oil that it replaces, and it would not be used at 
the figures quoted unless it was to the interest of the pur¬ 
chaser. 

Q. Well, you still would say that the company is earping 
something like 1500 percent on the investment devoted to 
[1690] that business; that would still be your testimony? 

A. I would say that it is earning this $800,000, and jias 
$50,000-odd invested solely in interruptible facilities. j 
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Q. And you would be willing to say that to a representa¬ 
tive of the Government who would be interested in re-ne¬ 
gotiating your war contracts, you would be willing to tell 
him that ? 

A. I would have to. 

Q. You find, according to your allocation, that the total 
cost of service to Interruptible sales is $1,303,262, which is 
shown on page 6 of Exhibit 61, of which $1,112,165 is the 
cost of gas purchased as showm on page 9 of Exhibit 61; 
is that right f 

A. Yes, including severance and gathering taxes, and 
other expenses, yes. 

Q. You mean “and other gas purchased expense”? 

A. Yes, other gas purchased expense. 

Q. Now, that leaves, according to your allocation, $191,- 
097 as the cost of transportation, distribution, depreciation, 
return, income taxes, and all other costs of doing the in¬ 
terruptible industrial business? 

A. That figure of $191,000 represents that portion of the 
total cost of service which has been apportioned to the In¬ 
terruptible business for the year 1943. 

Q. That is, after the cost of Gas Purchased? 

A. That is right. 

Q. Then it means that that is the amount that is left 
[1691] that is estimated by you, namely, $191,000, to repre¬ 
sent the entire cost of transporting this Interruptible gas 
through the line, the cost of distributing it, and all other 
costs in connection with delivering it to the customer? 

A. So far as Interruptible gas is concerned, it represents 
the increased expense that -would not otherwise have been 
incurred. 

Q. Now, your company sold 13,756,539 MCF of gas to 
Interruptible customers in 1943, did it not? 

A. Yes, sir. 

Q. Relating that quantity of gas to your $191,097, pro¬ 
duces a unit figure of 1.4 cents per MCF for Interruptible 
gas transportation costs? 

A. I will accept the figure. 

Q. If any of these arithmetical figures are incorrect, I 
would appreciate it if you w r ould call my attention to that 
fact. 

A. Yes, sir. 



Q. Do you know what the cost, as shown in your exhibit, 
is for transporting the gas up the line to the regulated Cus¬ 
tomers for resale, per MCF? It will only take a minut^ to 
compute it. 

A. Do you want it for 1943? 

Q. Yes. Take your total cost of service allocable to 
Sales for Resale, $3,306,883. 

[1692] A. And you wish that divided by- 

Q. (Interposing:) No, that is your total cost. T*hen 
deduct your cost of Gas Purchased, your $2,191,900 of Gas 
Purchased, and multiply it by 46.776 percent, which is |the 
portion of gas taken by the Resale customers, which gijves 
you a total Gas Purchased cost of $1,025,283. 

Do vou follow me so far? 

A. Yes, sir. 

Q. Now deduct vour Gas Purchased Expense from ypur 
total cost of service, and it leaves a transportation cost} of 
$2,281,600? 

A. Right. 

Q. Now, what was the quantity of gas that was soldj in 
1943 by the company for resale? 

A. 13,695,401 MCF. 

Q. Divide the $2,281,600 of transportation cost by that 
quantity of gas, and see whether you don’t get 16.6 cents as 
the unit cost? 

A. Yes, sir, I do. 

Q. Now, the 16.6 cents is the cost per MCF, as you allo¬ 
cate it, to transport the gas through your lines to the Resale 
customers? 

A. Correct. 

Q. As compared with 1.4 cents per MCF as the cost which 
you find is the cost of transporting the gas to the intpr- 
[1693] ruptible? 

A. Yes, sir. 

Q. You will recall this morning you computed a cost of 
pumping at Perryville of Ms a cent per MCF, didn’t you? 

A. That is the average cost, yes, sir. 

Q. Now, there are 9 pumping points along the Mississippi 
River Fuel Corporation’s lines, aren’t there? 

A. Yes, sir. 

Q. If you pumped it 9 times and used your lialf-a-c^nt 
pumping cost each time, that would give you 4Ms cents, 
would it not, just to pump the gas? 
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A. The arithmetic is correct. 

Q. Without any return on the line or taxes or deprecia¬ 
tion on the line? 

A. That is correct. 

Q. And yet you allowed 1.4 cents per MCF for the gas 
transported, for all transportation costs, in your allocation, 
for Interruptible customers; isn’t that right? 

A. That seems to be correct. 

Q. You assigned $3540 as a fair return on Interruptible 
sales, did you not ? 

A. Yes.* 

Q. That is simply 6 1 /* percent of this $54,000 ? 

A. Yes. 

Q. $3540? 

[1694] A. Yes. 

Q. And you have already stated that this class of busi¬ 
ness, that is, the Interruptible business, earned something 
like $804,000—well, $804,546—in excess of the fair return 
on the basis of vour allocation? 

A. Yes, sir. 

Q. Is that right? 

A. In excess of Return at 6 1 /* percent. 

Q. Is there any distinguishing characteristic of 1,000 
cubic feet of gas going through the line, except for the time 
of its delivery? 

A. Well, it is the same gas. 

Q. You couldn’t open up the line and look at the gas and 
tell any difference? 

A. No. 

Q. It is all going up there, whether it goes to Interruptible 
or uninterruptible? 

A. Yes. 

Q. And if no interruptions are necessary, the only dis¬ 
tinguishing characteristic is the fact that they might have 
been interrupted, isn’t that right? 

A. That the company has the right to curtail that service 
at will. 

Q. My question is: If no interruptions are necessary in 
the Interruptible gas, then the only distinguishing charac- 
[1695] teristic between the Interruptible gas that wasn’t 
interrupted, and the firm gas that was delivered, is the fact 
that the Interruptible gas might have been interrupted? 

A. Yes, that is right. 
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Q. That is pretty much of a distinction without a ,dif¬ 
ference, isn’t it? 

A. (No response.) 

Q. We have been pretty much over your Schedule A seties. 

Now, your Schedule B series is different from the Schedule 
A series simply in that you have apportioned to the In¬ 
terruptible customers their share of the Demand cost^ as 
indicated by the actual use made by the Interruptible cus¬ 
tomers, on the peak day, of the line? 

A. On the day of maximum firm gas demand, yes. 

Q. In other words, if an interruptible customer wad on 
the line on your so-called coincidental peak day in firm |gas 
load, if they were on the line that peak day you would as¬ 
sign to them their proportionate cost of the demand? 

A. That is correct. 

Q. Which you did not do in the A series? 

A. That is right, yes, sir. 

Q. Now in the Schedule C series, you used the Com¬ 
mission staff’s coincidental peak day in MCF of the system, 
didn’t vou? 

" • 1 

A. Yes, sir. 

[1696] Q. And allocated to all customers, firm or injer- 
ruptible, if they were on the line on the peak day? 

A. I think that that formed the formula of the stlaff, 
except with respect to the difference in cost of service, 
and in some degree the difference between Demand and Com¬ 
modity allocation. 

Q. Then you have an Exhibit No. 48, which allocates on 
the basis of the post-war year, or so-called test year, do ^ou 
not? 

A. Yes, sir. 

Q. You used the annual volumes of gas given to you |by 
Mr. Davison for the so-called post-war year, did you nbt? 

A. Yes, sir. 

Q. So we will have to ask him about those if we wantj to 
ask any questions about them? 

A. Yes. 

Q. Who computed or determined the coincidental peak day 
in MCF of Firm gas that would occur during the post-vfar 
year? 

A. That was a judgment figure determined by me, based 
upon the experience of these various classes of customers 
during the years 1942 and 1943. 
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Q. Well, let’s take the coincidental peak day- 

A. (Interposing:) And used that load factor in connec¬ 
tion with the volumes to determine the maximum day. 

Q. Now, let’s look at page 13 of Exhibit 61. This will 
[1697] illustrate what I am getting at. Now this has to 
do with the post-war year, doesn’t it, that particular page, 
the summary of your allocations, page 13? 

A. Yes, sir. 

Q. I notice some figures under a heading “Coincidental 
Peak Day in MCF of System”. 

A. Yes, sir. 

Q. I notice in these sheets you don’t have the date. You 
can’t predict what day that is going to be in the post-war 
year ? 

A. No. 

Q. You don’t know, of course, what post-war year is 
being selected, do you? 

A. I do not. 

Q. You don’t know whether it is the first one or the fifth 
one after the end of the war, or what? 

A. I presume it is the first year in which the business is 

not affected bv anv war interest. 

•> 

Q. You don’t know when that is going to be? 

A. I do not. 

Q. Now, will you tell us how you determine, for instance, 
that the interruptible industrial customers are going to take 
24,329 MCF on some day in the future, the year of which 
you don’t know, today, and the weather of which you can’t 
possibly predict, and the exact date of which, of course, 
[1698] you stated you don't know? How did you go about 
determining the amount of gas that those Interruptible cus¬ 
tomers were going to take on that day? 

A. Obviously, that was a matter of computation. I ap¬ 
plied niv judgment of system load factor to total sales. 

Q. What is that, what particular factor was that? You 
don’t have any load factor on interruptible gas? 

A. No. 

Q. What load factor did you apply? 

A. I did not apply any, it was by deduction. 

Q. By deduction from what? Do you mean deduction by 
reasoning, or deduction by subtraction? 

A. By subtraction. I applied a judgment load factor of 
77 percent to a system volume, in the test year, of 37,556,300 
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MCF, and obtained a total system demand of 133,664 MCF. 
I treated all other direct firm and resale volumes similarly, 
and deducted the total of such from mv figure of 133,664 
MCF. 

Q. You started out with a load factor of 77 percent of 
the system 1 ? 

A. Yes, sir. 

Q. Where did you get that 77 percent load factor?! 

A. That is a judgment load factor of my own. 

Q. Based on what? 

A. Based upon the load factor of 1942- 

[1699] Q. (Interposing:) What was it in 1942? 

A. I have 84.4 percent. That is with relation td the 
system peak, and that is what we are talking about hejre. 

And for 1943, it was 87.1 percent, with a decrease in| vol¬ 
ume to 37,566,300 MCF, most of which would be in industrial 
business, with the resale business remaining substantially 
the same, and with its poorer load factor I arbitrarily used 
a figure of 77 percent, which is a judgment figure. 

Q. We can’t check your 84.4 percent load factor for 1942 
and 87.1 percent for 1943. Can you tell us where yob got 
those? 

A. Have you included Crossett in your check calculations ? 

Q. Well, for instance, on page 1 of Exhibit 61, it is! 92.8 
percent load factor for the total system, which relatis to 
1942, with Crossett; and 93.1 percent excluding Crossett. 
Where did you get the 84.4 percent? 

Mr. Dougherty: Mr. Littman, it is on Schedule C, because 
this page 13, the test year, is based on Mr. French’s system 
peak day; whereas, page 12 is based on the day that Mr. 
Simonds used in his A and B schedules. If you will tu(-n to 
Schedule C, Page 3- 

The Witness (Interposing): That is 84.2 percent. I was 
just checking it. 

By Mr. Littman: 

Q. I have it now. I thought maybe you took the avejrage 
[1700] of 4 days, like Mr. Miller did. 

A. No, sir. 

Q. You didn’t take Mr. Miller’s average of 4 days?! 

A. No, sir. 

Q. How did you get from 84.4 percent load factor in 1942 
down to 77 percent for the post-war year? I don’t follow 
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that process at all, or is it simply an arbitrary judgment 
figure ? 

A. It is a judgment figure, but I would be very glad, if 
you wish, to give my approach to it. 

Q. All right, let’s have it. 

A. The sales in 1942 were 43,558,220 MCF. The sales in 
the test year have been estimated at 37,566,300 MCF. You 
will note a reduction of around 6 billion cubic feet in sales. 
That reduction, you will also note, I believe, is largely in 
the industrial brackets, industrial sales decreasing from 
31,510,102 MCF to 24,997,180 MCF, in the test year; where¬ 
as, Sales for Resale, as a matter of fact, although sub¬ 
stantially the same, slightly increased. 

The resale business is at a substantially lower load factor 
than the industrial business, and it was to give effect to that 
that I used the load factor of 77 percent, which has some 
relation to the existing load factor when the volumes were of 
this magnitude. 

That was my approach to it, Mr. Littman. It is a judgment 
figure, but I have tried to give effect first to the loss of 
[1701] the higher load factor industrial business; whereas, 
the poorer load factor Resale business stays about the 
same. 

Q. You gave effect to it, but you might have very well 
come out with 79 percent load factor, or 73? 

A. It is a judgment figure. 

Q. And no two engineers would come out with the same 
figure, would they ? 

A. I wouldn’t think they would. They might not, at least. 

Q. Then when you got the 77 percent, what did you do 
with it, how did you spread it back? 

A. I applied individual load factors to each of the Resale 

customers and the Firm Industrial, and the total of such 

peaks, from the peak for the test year, system peak for the 

test year, would be that of the interruptible business on 

that dav. 

* 

Q. I am afraid I don’t get that. You had before you 
the actual deliveries on the system peak day in 1942 and 
1943. Give us an example of one of those and tell us just 
how you arrived at your prediction that on some distant day 
in the post-war future, that particular customer would take 
a certain amount of gas? In the first place, before you do 
that, how much gas any customer will take at some day in 



the future, in some indefinite post-war year, will depend upon 
the temperature, won’t it? 

[1702] A. Oh, yes. 

Q. You can’t predict what the temperature is going to be 
tomorrow, let alone what it is going to be in the post-'war 
year, on one given day, can you? 

A. I gave consideration to the degree days that existed 
in 1942 and 1943. I had to assume, of course, that in tjliis 
test year it would be a normal year, so far as degree days jare 
concerned. 

Q. And you just arbitrarily selected a given temperature 
for that particular day? 

A. I took the normal degree days for the year. 

Q. What is that? 

A. 4550 or 4600 degree days, I think, for St. Louis. 

Q. Expressed in mean temperature, what would that ])e? 

A. I can’t express that in mean temperature. I do hot 
know, Mr. Littman. 1 think generally, house heating)or 
temperatures are expressed, frequently, in degree days). 
[1703] Q. You can’t tell us whether you assumed a m6an 
temperature on that so-called post-war year peak day, of 
zero, or 10 above zero, or 10 below zero? 

A. I can only say that I took the same number of degree 
days that is considered by the Weather Bureau to be nor¬ 
mal, and which is the result, I presume, of averages over 
a long period of years. 

Q. And that is in what vicinity? 

A. St. Louis. 

Q. Are you able to state what the comparable degree 
day figure w T as on the system peak day for 1943? 

A. The heating season of 1942-1943 had an aggregate of 
4677 degree days. The normal degree days for the vejar 
is 4610 degree days. Mr. Littman, I will state that ijhe 
degree days in the seasons of 1942-1943 and 1943-1944 were 
within two per cent of a normal year. 

Q. Will you state for the record how you figure a degree 
day? 

A. The degree days in a year are those days on whipi 
the mean temperature is below 65 degrees. To illustrate, 
in Nc\v Orleans, if you had 30 days with a mean tempera¬ 
ture of 35 degrees, and all of the other days the mean 
temperature w T as 65, you would have total degree days for 
the year of 1050. In Chicago, totalling the mean tempeiia- 
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turcs for each day that they existed below 65 degrees, you 
[1704] reach a figure in the neighborhood of 5000 or 5500. 

Q. Well, a 65 degree day is a day on which the mean 
temperature is zero? 

A. No, the mean temperature on a 65 degree day would 
be 65 degrees. 

Mr. Dougherty: When you speak of degree days don’t 
you mean the number of degrees of temperature that the 
actual mean temperature for the day was below 65 degrees 
Fahrenheit? 

The Witness: Throughout the year, yes. 

Mr. Dougherty: Now' if on a day the mean temperature 
w'as 30 degrees, on that day there w’ould be 35 degree days? 

The Witness: That is correct. 

Mr. Dougherty: And then you add up for the whole 
calendar year every one of those figures when the mean 
temperature was low'er than 65 degrees Fahrenheit? 

The Witness: That is correct. 

Mr. Doughertv: And the summation of those consti- 
tutes the number of degree days deficiency for the year? 

The Witness: Yes. 

Mr. Dougherty: And wrhen you talk about degree days 
here you mean the degree days deficiency? 

The Witness: Yes, I should have said that. 

By Mr. Littman: 

Q. Now' from that information you simply get an idea 
of w’hat the temperature w*as the year ’round, but that 
[1705] doesn’t give you any idea of what the temperature 
might be expected to be on a particular peak day, docs it? 

A. That is true. 

Q. Now 7 you had to assume some temperature on the 
peak day, on the day which you have called here the Co¬ 
incidental Peak Day in MCF of System, didn’t you? 

A. I did not assume any day of low'est temperature. 

Q. Well, this matter of trying to guess how much gas 
these customers are going to take on a day, the tempera¬ 
ture of which you haven’t assumed, even, makes it pretty 
much of a guess, doesn’t it, and a w'ild guess at that? 

A. It certainly is a judgment figure, and w’hether wild 
or not, I don’t know. It represented my judgment as to 
w'hat w'as a reasonable figure. 



Q. How much gas is going to be taken on the peak day 
in some given post-war year will depend first on the tem¬ 
perature, won’t it? 

A. Yes sir. 

Q. And you didn’t undertake to estimate what that fem- 
perature would be? 

A. No sir. 

Q. It would also depend, in some measure, on the yind 
velocity. Did you estimate that? 

A. I did not. 

Q. It would also depend on business conditions on jthat 
[1706] particular dav, wouldn’t it? 

A. Yes. 

Q. And you didn’t undertake to determine that, did you? 

A. No sir. 

Q. But those proportions of takes on that so-called post¬ 
war year peak day, both coincidental peak day andj the 
so-called firm day, firm peak day, in the post-war >|ear, 
are used as the basis of allocating these costs for purpjoses 
of your Exhibits 48 and 48-A, and certain of the schedules 
in Exhibit 61, which reflect the 48-A series? 

A. Yes sir. 


Mr. Littman: That is all. 

Trial Examiner: We will take a recess of five minutes. 


(Whereupon, a five minute recess was taken, after wjhich 
the hearing was resumed.) 


Trial Examiner: Come to order please. 


Redirect examination. 


By Mr. Dougherty: 

Q. Mr. Simonds, while this question of determining the 
coincidental peak day in MCF for the system in the test 
year, as shown on page 13 of Exhibit 61, is fresh in your 
mind, I want to ask you particularly with respect to the 
manner in which you determined that. You have already 
testified that you determined the load factor percentages 
shown on page 13, Exhibit 61, from a consideration of the 
[1707] load factors in the years 1942 and 1943, using the 
coincidental system peak day for 1942, of March 3, 1|943, 
that is for the 1942-1943 heating season; and for the 1|943- 
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1944 heating season, using the coincidental peak day of 
February 14, 1944; is that correct? 

A. That is correct. 

Q. Does the coincidental peak day that actually occurred 
on February 14, 1944 reflect the results, in peaks, of what¬ 
ever weather conditions existed on that day? 

A. I would say that it did. 

Q. Now tell us what reflection, if any, there results, 
then, in the load factor percentages which were com¬ 
puted on the basis of actual figures for the year 1943, 
using the peak day of February 14, 1944, and those are 
shown on page 8 of Exhibit 61? 

A. As far as sales to utilities for resale arc concerned, 
the estimated coincidental peak day of 61,832 MCF in the 
test year compares with 61,109 MCF in the year 1943. 

Q. Well, now, directing your attention to the year 1943, 
vou have a column which contains in it the load factors 
which you computed with reference to that year? 

A. Yes sir. 

Q. And what I want to know’ is—do those load factor 
percentages show’ any results, or do they reflect any results, 
of the actual weather conditions and other conditions w’hich 
caused the peak day of February 14, 1944 ? 

A. I w’ould think that the temperature, w’ind velocity, 
flTOS] general conditions and so forth are reflected in that 
load factor. 

Q. That is, whatever result the w’eatlier had on that peak 
day would be reflected in both the peak day figures and the 
load factor as computed? 

A. Yes, sir. 

Q. Now in computing or determining the load factor per¬ 
centages w’hich you have shown on page 13 of Exhibit 61, did 
you give consideration to and take into consideration those 
load factor percentages showm on page 8 of Exhibit 61? 

A. I did. 

Q. Would the same thing be true with respect to the 
load factor percentages for the hearing season of 1942- 
3943, w’hich are showm on page 3 of Exhibit 61? 

A. Yes sir. 

Q. After having arrived at the system load factor of 
77 per cent, did you proceed individually to get the load 
factor for each separate utility company, or did you do 
that by some averaging process? 


I 

I 
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A. No, I considered the load factors in the veari 1942 
and 1943, and applied judgment m determining the load 
factor for the test year, with the result that for the same 
volume the load factors of the test year for the resale 
customers are the average, if you please, between those 
for 1942 and those for 1943. 

[1709] Q. Now I note that on page 6 the load factjor for 
the Arkansas-Louisiana Gas Company is 37.1 peii cent, 
and the load factor for that same company, on page! 13, is 
38 per cent. Do those represent, first, the actual load 
factors from the actual facts; and second, the load factors 
used by you? 

A. Yes sir. 

Mr. Littman: You say “computed”- 

Mr. Dougherty (Interposing): Well, arrived at. 

By Mr. Dougherty: 

Q. Would the same comparison, if made, company by 
company, show whatever differences there exist between the 
load factor actually computed on the facts for thb year 
1943-1944, as shown on page 6, and the judgment load 
factor percentages w’hich you have arrived at anc) have 
shown on page 13 of Exhibit 61? 

A. Yes sir. 

Q. After having determined those load factor percent¬ 
ages, starting first now with the overall system lohd fac¬ 
tor of 77 per cent, how did you arrive at the system peak 
day of 133,664 MCF? 

A. I took the average day for the vear, and divided that 
by 77. 

Q. Now to get the average day for the year did ycfu take 
the annual sales volume of 37,566,300 MCF and divjide by 
365? 

A. I did. 

[1710] Q. And then when you divide that by 77 per cent, 
does that give you the figure of 133,664 MCF? 

A. I believe it does. 

Q. That is the process, is it? 

A. Yes sir. 

Q. Now tell us how you arrived at the individual peaks 
shown for each of the utility customers that are shown 
on page 13? 
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A. The load factors of the utility customers, as shown 
on page 13, are judgment load factors based upon previous 
experience of those particular companies. The average 
day for each customer was computed by dividing the annual 
sales volume by 365, and then dividing such annual day 
by the judgment load factor, to obtain the coincidental 
peak day of the system. 

Q. Now did you proceed with that same method for 
Crossett and firm industrial figures? 

A. I did. 

Q. And then how did you arrive at the 24,329 MCF for 
the interruptible industrial? 

A. I deducted from the estimated system peak of 133,664 
MCF, the summation of the coincidental peak day of the 
system, as respects Crossett, firm industrial and resale 
customers, the result being 24,329 MCF, which I attributed 
to the peak for the interruptible industrial gas. 

Q. In arriving at these load factor percentages, state 
[1711] to what extent they do reflect or do not reflect what¬ 
ever weather conditions existed that caused the peak sys¬ 
tem days in the 1942-1943 heating season and the 1943- 
1944 heating season? 

A. I would think that the load factor, being a function 
of the maximum day, would reflect the weather condi¬ 
tions that existed on that day. 

Q. Mr. Simonds, turning to page 9 of Exhibit 61, and 
also to page 10 of the same exhibit, Mr. Littman has asked 
you a number of questions that involved the proposition of 
whether or not interruptible gas had allocated to it certain 
costs which are reflected on pages 9 and 10. Do you recall 
those questions? 

A. Yes sir. 

Q. Does the distribution of costs which you have made 
on pages 9 and 10, as between Demand, Commodity and 
Direct, have the results which Mr. Littman inquired about, 
alone, or is it necessary to combine the figures shown on 
pages 9 and 10 with the method of using peak days for 
demand purposes, as shown on the three Schedules A 
of the exhibit? 

A. Mr. Dougherty, I am sorry but I didn’t get that ques¬ 
tion. 

Mr. Dougherty: Read it, please. 

(The reporter read the pending question.) 
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The Witness: Well, the demand charges are allocated 
[1712] to the different customers in proportion to! their 
participation in the peak day, of firm gas. Is that what 
you mean? 

Q. On what schedule? 

A. That is on Schedules B and C. With respect to 
Schedule A, the demand incurred by the interruptible gas 
is excluded. 

Q. On the Schedules D, that is pages 9 and 10, you do 
not attempt to make any allocation of the demand! costs 
between various customers? 

A. No sir. 

Q. So I say, to find out whether or not you do make any 
allocation of those demand costs to interruptible customers, 
you have to go to either Schedule A, B or C? 

A. You do—I am sorry. 

Q. When you take Schedule B, what are the charges 
shown on Schedule B which are then allocated? Fjor ex¬ 
ample, take page 7, which is Schedule B for 1943? 

A. Total demand charges of $3,501,561 taken from 
Schedule D are allocated, $1,405,527 to firm industrial; 
$317,591, to interruptible industrial; and $1,778,443 to 
resale customers. 

Q. Now in arriving at the various dollars of costs which 
you have allocated on Schedule B, page 7, of Exhibit 61, 
did you use the basic material which you have on i pages 
9 and 10 of Exhibit 61 in order to get the dollar figures? 
A. I did. 

[1713] Q. You have stated in the foreword sheets to 
Exhibit 44, which deals with the year 1943, something con¬ 
cerning or relating to allocation of demand costs. Bo you 
have that before you? 

A. Yes sir. 

Q. Will you read that statement which you have under 
the heading of Demand Costs, with respect to tjie ex¬ 
planatory sheet on Schedule B, in Exhibit 44? 

A. “The total costs are divided by allocating th each 
utility customer the proportion of such costs represented 
by the ratio which the sales for resale to each utility cus- 

« I * 

tomer bear to the total of such sales to all utility custom¬ 
ers, plus the total direct firm and interruptible industrial 
sales on the day used in Schedule A of this exhibit, and 
the remainder is allocated to direct firm industrial sales 
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and to direct interruptible industrial sales, each as a class, 
in proportion to the demand which each class bears to 
the total system demand on said day.” 

Q. Now, then, turning to page 10 of Exhibit 61 you show 
total demand costs of $3,501,561. Will you show, on page 
7 of Exhibit 61, where that figure is, and show how you 
have allocated those demand costs in accordance with the 
statement you have just read? 

A. The total demand cost of $3,501,561, appearing on 
page 10 of Exhibit 61, has been divided as between firm 
[1714] industrial—$317,591; Arkansas-Louisiana Gas Com¬ 
pany—$98,044; Arkansas Power & Light Company—$171,- 
927; Missouri Natural Gas Company—$67,230; Laclede 
Gas Light Company—$928,614; St. Louis County Gas Com¬ 
pany—$384,821; Union Electric Company of Illinois— 
$11,555; and Ulinois-Iowa Power Company—$116,252— 
making a total of $1,778,443 for resale customers, and a 
gross total of $3,501,561 for all customers. 

Q. Now in arriving at the total of the commodity costs 
shown on page 7 of Exhibit 61, which show as $3,914,442, 
what combination of figures did you take from pages 9 
and 10 of Exhibit 61? 

A. That figure on page 7 under the heading Commodity, 
of $3,914,442, represents the total of those figures on page 
10 of Exhibit 61, first under the commodity column, of 
$2,634,595; and secondly, that portion of the figure $1,303,- 
262 under Industrial Interruptible, except the items of 
$6599, representing direct distribution charges; $7,372, 
representing direct customers accounting and collecting 
expense charges; $3,293, representing depreciation and 
amortization charges; $2,611, representing federal income 
tax charges; and $3,540, representing the return. 

Q. After you had combined those groupings of figures, 
did that make up the commodity costs which you then 
spread to the different classes of customers on page 7 of 
Exhibit 61 ? 

[1715] A. It did, yes sir. 

Q. With respect to the direct charges which are shown 
on page 7, what is the source of those? 

A. The direct charges of- 

Q. (Interposing:) I don’t need it in detail, Mr. Simonds. 

A. Well, they come from Schedule D on pages 9 and 10 
of Exhibit 61. 
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Q. Do those constitute all the remaining charges wfiich 
you have not already covered by your description of j De¬ 
mand and Commodity? 

A. Yes sir, they do. 

Q. Now the result of this computation for the year 
as adjusted, as X read it on page 7, is to give a total 
of service to the interruptible industrial direct sale gals of 
$1,592,283, as compared with $1,303,262 which is showji on 
page 6, which is your Schedule A computation for [that 
year—is that correct? 

A. That is correct. 

Q. And would the difference between those two figures 
represent the additional charges made against direct ipter- 
ruptible gas as the result of using the method sliowh on 
page 7 as against that shown on page 6? 

A. They would. 

Q. Is there any difference between the method usetjl on 
page 7 and that used on page 8, except that you have uspd a 
[1716] different day for the purpose of determining the 
distribution of demand charges? 

A. There is no difference. 

Q. And would any difference which is shown in the 
cost of service to the various classes of customers on page 
7, as compared with the costs shown on page 8, be a reflec¬ 
tion of the use of the different day? 

A. Yes sir. 

Q. Mr. Littman asked you about certain contracts for 
the purchase of gas, under which Mississippi paid 7.6 c|ents 
for gas purchased from Interstate Natural Gas Company, 
Hope Producing Company and the Southern Carbon C[om- 
pany for resale for purposes other than industrial pur¬ 
poses, whereas the cost of gas which Mississippi purchases 
from those same producers for resale to its industrial [cus¬ 
tomers direct, is 8 cents. Do you recall that inquiry? 

A. I do, sir. 

Q. Have you made some inquiry of the company to find 
out how much, in dollars, that difference is, by reason of 
paying that 7.6 cents instead of the 8 cent price? 

A. I have. 

Q. Will you tell us the results of that inquiry? 

A. In the year 1942,19,605,429 MCF was purchased from 
the Hope, Interstate and Southern Carbon companies. Of 
that amount, 3,557,467 MCF was purchased at 7.6 cents. 

45—9181 
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[1717] In the allocation of cost of gas such was included 
at an average of 7.93 cents per MCF. The adjusting figure 
is therefore obtained by multiplying the differential of 
.0033 by 3,557,467 MCF, to arrive at the figure of $11,759. 
Similarly, for 1943 the adjusting figure is close to $12,550. 

Q. Well, if a lump sum adjustment in that amount were 
made as to the total cost of service against the utility cus¬ 
tomers, would that result in a reflection of that difference 
in cost of gas? 

A. Yes sir, if the commodity charges against the resale 
customers were reduced by these figures, it would properly 
reflect the contract cost of the gas. 

Q. A number of questions were asked you about your 
method of distributing compressor station labor under 
Transmission Expense, and I asked you to get certain in¬ 
formation in connection with costs of compressor station 
labor in 1943. Do you yet have that assembled? 

A. I have not, Mr. Dougherty. I would like to have a 
little time on that. 

Q. With respect to your method of determining the 
costs of compression which you charged against the Cros- 
sett sales, did you give any consideration to the load factor 
or the character of load which that particular business 
represents? 

A. I did not. 

Q. What kind of a load is it? 

[1718] A. It is a very high load factor load, of 88 to 90 
per cent. 

Q. What is the gas used for by the Crossett Lumber Com¬ 
pany? 

A. Under boilers in its mill at Crossett. 

Q. Is there some small amount that is used for the people 
who work at that lumber company? 

A. So I understand. 

Q. Well, is that a lumber company that has a large mill 
and owns a great deal of timber acreage in that southern 
part of Arkansas? 

A. It is. 

Q. And is that substantially all that is at the town of 
Crossett? 

A. Its employees, yes sir. 

Q. I note on page 6 of Exhibit 61 that you show a com¬ 
puted load factor for the year 1943 of 92.6 per cent. What 
is it for the year 1942? 



A. Using January 25,1943 as a base, it is 85.5 per cefit. 

Q. If you use the day that Mr. French used, that i^ the 
peak day he used, what load factor percentages do you 
have? 

A. For the year 1942 the Crossett load factor is 88.8 
per cent, and for the year 1943, the Crossett load factor is 
93.5 per cent. 

Q. Having in mind the high load factor that exists on 
[1719] that business, do you not, in fact, get substantially 
the same results in using the average method you used for 
charging Crossert, as if you attempted to figure out its par¬ 
ticular load factor and its particular portion of derjiand 
charges? 

A. Yes sir. 

Q. Some questions were asked you about the overall gas 
supply of the Mississippi River Fuel Corporation, an<jl the 
determination of the overall depreciation rates depending 
upon the quantity of gas reserves that were available,! and 
the quantity sold. Do you recall those questions? 

A. I do, generally. 

Q. Now after you have arrived at your annual depre¬ 
ciation rate to be used under the method of accruing depre¬ 
ciation in this proceeding, would you give any effect to 
changes in depreciation in any particular year, or would 
that rate remain the same for that year? 

A. It would remain the same for that year. 

Q. And would that be irrespective of the particular quan¬ 
tities sold in that vear? 

A. Yes sir. 

Q. Do you know anything about the other demands or 
requirements made upon the Monroe Gas Field by <j>ther 
pipeline companies than the Mississippi River Fuel [Cor¬ 
poration? 

A. In a general way, yes sir. 

Q. Well, are there other pipelines that take gas from 
[1720] that field? 

A. Yes sir. 

Q. Would those factors, that is, the quantities ofi gas 
taken by other pipelines, have a part in the determination of 
the length of the period during which the Mississippi River 
Fuel Corporation can get its gas from that field? 

A. I think so. 

Q. Would that have a part in determining whether, if 
Mississippi sold no interruptible gas, there would be any 
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different period of time over which it could expect to recover 
gas from that field? 

Mr. Littman: Just a minute. I object to this question. 
This witness testified on cross-examination that he didn’t 
know what the situation was at that field, that he was not a 
geologist and was not prepared to testify on that subject. 
If he had been prepared, I certainly would have gone into 
it. He is admittedly not qualified to testify on the life of 
the Monroe Field and as to what effect the “takes” by other 
companies on that field will have on the life of the field. 

Trial Examiner: I don’t believe that that is what he is 
being asked to testify to here. 

Mr. Dougherty: No, I didn’t ask that. 

Trial Examiner: Head the question, please. It is purely 
a matter of addition and subtraction, as I understand the 
question. 

[1721] (The reporter read the pending question.) 

Mr. Littman: In other words he is trving to elicit from 
this witness whether the life of this field will be extended 
or not, depending on a great many conditions which the 
witness says he doesn’t know about. The witness says 
lie is not a geologist and doesn’t know anything about those 
“takes” down there. He testified on cross very clearly 
that he didn’t know anything about that subject. 

Trial Examiner: What he is being asked here is whether 
or not this is a factor which would have to be taken into 
consideration in arriving at the number of years that gas 
could be withdrawn from a field, whether it is the Monroe 
Field or some other field. If that isn’t the question, maybe 
I don’t understand the question. 

Mr. Littman: If that is all he is asking, I have no objection 
—whether it is a factor that would have to be taken into 
consideration. If that is all there is to the question that 
is all right. 

Mr. Dougherty: That was the question. 

Mr. Littman: I didn’t so understand. 

Trial Examiner: Go ahead and answer it. 

The Witness: If Mississippi took no gas out of the field 
for interruptible purposes the effect would be, I believe, 
to extend the life of the field for all pipelines taking gas 
out of the field. 
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[1722] By Mr. Dougherty: 

Q. Mr. Simonds, certain questions were asked of you abojit 
the relationship of income taxes to the earnings of tl|ie 
Mississippi River Fuel Corporation, and particularly jto 
what are designated on these various schedules, for example, 
on Schedule A, page 6, Exhibit 61, as Excess Revenue over 
Cost of Service. Now in taking the income taxes furnished 
vou bv Mr. Shuttleworth, and which vou have included in 
your computation on page 10, Exhibit 61, do you understand 
that those taxes are computed on a figure other than the 
figure showing excess earnings and before the excess earn¬ 
ings are computed? 

A. It is my understanding that those taxes are computed 
on the basis of a 6V*> per cent return upon the net rate base. 

Q. And does that 614 per cent return include the dollars 
which are shown under the column Excess Revenue ovjer 
Cost of Service? 

A. Yes sir. 

Q. Well, in what way? 

A. With respect to any particular schedule. 

Q. How do you determine the Excess Revenue over Cpst 
of Service as shown on page 6? 

A. The Excess Revenue over Cost of Service is the differ¬ 
ence between the revenues actually received in 1943, and the 
total cost of service for 1943, which cost of service includes 
an item for federal income tax of $636,969. 

[1723] Q. Now you say that is computed upon the allowjed 
return of the amount of $906,920? 

A. That is my understanding; that was given to me by 
Mr. Shuttleworth. 

Q. Those, then, enter into the total cost of service, 'do 
they ? 

A. Yes sir. 

Q. Now what are the figures that arc the total cost of 
service on page 6? 

A. The total cost of service on page 6, for the svstdm, 
is $7,757,109. 

Q. Does the total cost of service, therefore, include gnv 
of these dollars showm as Excess Revenue? 

A. No sir. 

Q. Then the income tax is computed on an amount whfch 
is not included in those figures designated as Excess Reve¬ 
nue? 

I 

i 

I 
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A. That is correct. 

Q. You gave certain figures to Mr. Littman in respect 
of what were called compensating errors in connection with 
the treatment of interruptible gas, which figures were for 
the year 1942. Do you have those figures for the year 1943? 

A. I have. With respect to the year 1943, and with par¬ 
ticular reference to the day of maximum firm gas used, 
January 7, 1944, firm industrial of 51,676 MCF was in¬ 
creased 1500 MCF to 53,176 MCF. The interruptible indus- 
[1724] trial, direct, of 11,681 MCF, was decreased 1500 MCF 
to 10,181 MCF. Resale gas of 65,397 MCF was decreased 
1760 MCF to 63,637 MCF. This results in total firm gas, 
as adjusted, ex-Crossett, of 116,813 MCF, rather than 117,- 
073 MCF, as shown in the exhibit. 

The percentage of resale to total firm gas, ex-Crossett, 
in the exhibit, was 55.86 per cent. As adjusted, it is 55.87 
per cent. 

Q. That would be a difference of .01 per cent? 

A. Yes sir. 

Q. Did you attempt to make any figures for the test year? 

A. I have not. 

Mr. Dougherty: If the Examiner please, that is all the 
redirect except for this information on the compressor sta¬ 
tion labor which Mr. Simonds is still working on; so I will 
want to recall him tomorrow to complete that. 

Trial Examiner: Very well. 

Recross-examination. 

By Mr. Littman: 

Q. Mr. Simonds, a substantial portion of Mr. Dougherty’s 
redirect examination was related to the Schedule B series 
of your various exhibits, which reflect the use of your coin¬ 
cidental peak day in firm gas ? 

A. Yes sir. 

Q. But which allocate to interruptible customers a portion 
of the demand cost to the extent that those interruptible 
[1725] customers were on the line on that peak day? 

A. Yes sir. 

Q. You are not sponsoring that method, are you? 

A. The Series B and the Series C schedules were pre¬ 
pared at the request of Mr. Dougherty. 




Q. In other words, with respect to those two series, that 
is Schedules B series and Schedules C series, whichi use 
the Staff’s peak day, those were prepared at Mr. Dough¬ 
erty’s specific instance and request. 

A. They were. 

Q. You would not have submitted them on your jown, 
would you, Mr. Simonds? 

A. I might not have. 

Q. And the method that you are sponsoring here i$ the 
method shown in the Schedule A series where allocation is 
made of the demand costs only to those firm customersj who 
participated on the peak day? 

A. That is true. 

Q. And none whatever is allocated to the interrupjtible 
customers who participated on the peak day? 

A. That is true. 

Q. You mentioned something about the Crossett load 
factor being rather high. I think you mentioned figures 
ranging from 85 per cent up as high as about 93 V 2 per cent 
in various years? 

[1726] A. Yes sir. 

Q. The load factor of the entire system is high, isnjt it? 

A. Yes sir. 

Q. For instance, let’s take the Schedule A series, anyone 
you want, and that will show that the system load factor 
on January 7,1944, exclusive of Crossett, was 91.6 per jeent, 
isn’t that so, that being at page 6 of Exhibit 61? 

A. Yes sir. 1 

Q. And page 7 shows the same figure? 

A. Yes. 

Q. Now look at page 8, which shows the load factor on 
the system peak day for 1943, which was February 14, ]944, 
the load faefor on that day for the whole system, exclusive 
of Crossett, being 82.3 per cent, isn’t that so? 

A. Yes sir. 

Q. And in the year 1942, which will take us back to j^age 
3 of Exhibit 61, it shows the peak day used for that year 
as being March 3, 1943, the system coincidental peak jday, 
and the load factor on that day for the entire system was 
84.2 per cent both with and without Crossett; isn’t that 
correct? 

A. Yes sir. 

Q. But that didn’t prevent you from making an alloca¬ 
tion as among the various classes of customers, did it!? 
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A. No sir. 

[1727] Q. In your redirect examination you read the fig¬ 
ure of 3,557,467 MCF of gas purchased from Hope, Inter¬ 
state and Southern Carbon, at a price of 7.6 cents per MCF, 
for resale for domestic, commercial and other uses, but you 
did not mention the comparable MCF figure for 1943. Do 
you have that available? 

A. I have. It is 3,803,978 MCF. 

Mr. Littman: That is all. 


Benjamin Miller, having been previously sworn, re¬ 
sumed the stand and testified further as follows: 

Cross-examination. 

By Mr. Littman: 

Q. Mr. Miller, you are an employee of the Institute of 
Gas Technology, which is affiliated with the Illinois Insti¬ 
tute of Technology, is that right? 

A. Yes sir. 

Q. How is the Institute of Gas Technology supported; 
is that a privately endowed institution, or where does it get 
its funds? 

[1728] A. The Institute of Gas Technology has several 
sources of funds. It has members, I believe sixty members 
at the present time, who make payments to the Institute in 
accordance with contracts- 

Q. (Interposing:) Right there, if I may interrupt before 
you go on, are those sixty members individuals or gas com¬ 
panies or corporations, or what? 

A. I believe that all of them are corporations. 

Q. Are they public utility corporations? 

A. Some of them are. They are distributed generally in 
these categories: the companies which sell gas; companies 
which sell equipment with which gas is used; and then some, 
I believe we have three member companies, whose principal 
interest is that they are large consumers of gas. 

Q. Is the Mississippi River Fuel Corporation a member 
or a donor, shall we say, to this Institute? 

A. Yes, the Mississippi River Fuel Corporation is a mem¬ 
ber. 
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Q. And it pays its dues of course; that is, it is a clues 
paying member? 

A. As far as I know it pays promptly. 

Q. You testified on direct examination that you had given 
testimony previously before this Commission on the subject 
of cost allocation in the Cities Service case? 

A. Yes sir. 

Q. I believe that was in Docket G-141, which heading 
[1729] was concluded in February 1943, before this same 
Trial Examiner, and I w’as counsel for the Commission tljiere 
too. Is that generally a correct statement of the situation? 

A. The statement is correct. I don’t believe that Ifhat 
is mv testimonv, but that is a correct statement. 

Q. I started out giving your testimony and then I en¬ 
larged to include some other facts. 

Trial Examiner: You thought it was incomplete, did yOu? 
(Laughter.) 

Mr. Littman: No, I didn’t mean that. 

! 

By Mr. Littman: 

Q. Had you testified before that time on the subject of 
cost allocation, or have you testified since that time on ihat 
subject? 

A. No, Mr. Littman. 

_ ' 

Q. Except of course here, in this instance? 

A. That is correct. 

Q. The Commission did not accept your method in jthe 
Cities Service case, did it, as I recall it? 

A. I don’t recall that they even referred to it, Mr. Ljitt- 
man, so I can’t tell how much weight it may have had. 

Q. I think some reference was made to it in the opinijon, 
but that is a matter of record. 

At any rate, your suggested method, which is, I think, 
somewhat similar to the one you presented in this instant 
[1730] proceeding, was not adopted by the Commission, 
was it? 

A. I don’t believe it was. 

Q. I am sure it wasn’t. 

Has your advice ever been sought on the subject of cost 
allocation, or proper apportionment of costs, you mi&ht 
say, as among various classes of customers, by a natural 
gas company for the purpose of such company fixing rates 
as among such classes of customers ? 
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A. Yes. I have advised companies for which Gas Advis¬ 
ers, my former employer, was the mutual service company, 
on methods of cost allocation and on cost allocations, in 
connection with the general subject of making rates. 

Q. Are you referring to allocations for rate-making pur¬ 
poses before regulatory commissions? 

A. No, 1 am not. 

Q. You are now referring to allocations of cost that were 
made by a company for the purpose of determining how 
much it should charge to its various classes of consumers? 

The Witness: Will you read my answer to the second 
preceding question? 

(The reporter read the record as follows:) 

“A. Yes. I have advised companies for which Gas Ad¬ 
visers, my former employer, was the mutual service com¬ 
pany, on methods of cost allocation and on cost allocations, 
in connection with the general subject of making rates.” 

[1731] The Witness: I sec no reason to change that an¬ 
swer, Mr. Littman. 

By Mr. Littman: 

Q. Has your advice been accepted? 

A. Sometimes it was and sometimes it was not. 

Q. W’as it the same kind of advice that you are submitting 
here to this Commission by your Exhibit 57, and your testi¬ 
mony in connection therewith? 

A. Mr. Littman, perhaps I should split that question up. 
The advice was in connection with the fixing of rates. Now 
in the fixing of rates the allocation of costs of service is 
one step. Other things must then be taken into considera¬ 
tion, as has been said repeatedly. Now I don’t believe that 
at any time my advice as to the proper allocation of costs, 
was not taken, but there were times when my advice as to 
the steps thereafter, was not taken. 

Now in this case, up to now the only advice, if you wish 
to call it that, which I have given, is on cost allocation. I 
have not yet been asked as to any rate-making steps which 
should follow cost allocation. 

Therefore, I can say that in so far as the advice which is 
embodied in my Exhibit 57 is concerned, that was the same 
kind of advice, in general, as I have given to the companies 
concerned. 
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Q. Well, you then agree with Mr. Simonds that a further 
[1732] step is required beyond the allocation of cost as! lit¬ 
erally submitted by you in this case? 

A. Well, there are two questions there. 

Q. Answer them one at a time or together, if you wani to, 
I am not particular. 

A. I do not know what Mr. Simonds may have said niust 
be done with my exhibit. I didn’t hear him say anything 
about that. But if you will leave out the part about jMr. 
Simonds- 

Q. (Interposing:) I have no objection, go ahead. 

A. (Continuing:) —then I would certainly say that m|ucli 
more must be done in fixing rates after cost allocation jhas 
been made. 

Q. Now will you state what has to be done after thatj? 

A. Surely, I will be glad to go into that. 

Cost allocation is one step in the rate making process. 
Two other kinds of cost studies must also be made. On^ is 
the incremental cost study, and the second is the substitute 
service cost studv. 

• m I 

Rates must not, in general, be lovrer than the incremental 
cost of service, nor should they be higher than the cosj; of 
substitute service. Those fix the outside limits, in geneiral, 
although there are exceptions even to those. 

Now a cost allocation study may be useful as a guid^ in 
determining where, between the two, the rate should fall 
if the allocated cost does, in fact, fall between the two.} 
[1733] Then there is also to be considered the matter of 
discrimination. It is quite possible that two customers may 
have differently allocated costs of service and yet, becajuse 
they are in the same business and in the same territory, ^nd 
because the cost of substitute service to the two mayj be 
the same, and may be higher than the cost allocated to b<j)th, 
it may be, therefore, desirable to actually fix the rate |the 
same for the two even though the cost allocated may| be 
different. 

Then cost allocation takes into account what has actually 
happened in a particular period, perhaps a year, which 
we may be discussing. 

Cost allocation can, therefore, not be used without furtjher 
consideration of what may happen in the future, because 
rates in general are fixed for the future and not for the 
past. I know of no case where the rates are fixed for wkat 

i 

I 

i 
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has already happened; they are fixed for what is going to 
happen. 

Therefore, whoever is making a rate must consider what 

is likelv to be the cost allocation in the future, and that in- 
* • 

volves a certain amount of prediction. 

Q. Would this further step that you speak of also compre¬ 
hend the Commission’s exercise of judgment before fixing 
the final rate, in taking into account the matter of giving 
some additional credit to the regulated business by reason 
of the fact that the interruptible industrial customers who 
are served directly are using the unused capacity of the line 
[1734] to a large extent throughout the year? That step, 
I might say, is one that Mr. Biddison, an engineer, has 
stated would be a proper step to take over and beyond a 
literal cost allocation. 

A. If I understand you correctly, Mr. Littman, I believe 
that the Commission certainly should consider all phases of 
the Company’s business before finally making its rate order, 
and the fact that part of the Company’s business is not sub¬ 
ject to its jurisdiction should not preclude the Commission 
from examining that business, in making its rate order for 
the business which is under its jurisdiction. 

However, in that examination whether it should take a 
particular credit for the part of the service which is being 
rendered to customers, sales to which are not in its juris¬ 
diction, whether it should take that tack or whether it 
should take some other tack after studying that, I believe 
it would be presumptuous for me to try to tell the Commis¬ 
sion in detail exactly how it should be done. 

Q. But you recognize that it is altogether proper, in the 
final ultimate rate-making step, to take into account broadly 
the equities involved in that connection, having in mind the 
items I mentioned in my previous question, without repeat¬ 
ing them? 

Q. Well, I don’t like the use of — word “equities” in that 
connection. I would rather say to take into consideration 
[1735] all of the facts that are involved. 

Mr. Dougherty: I would like to inject the thought that 
although this is beyond the scope of the direct I have no 
objection to the colloquy which Mr. Littman has carried on, 
because it is very interesting, but I don’t propose to be 
bound by it if he says something that I don’t agree with. 
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Trial Examiner: The hearing is recessed to reconvene 
tomorrow morning at 9:30. 

*••***• 

[1737] Q. Mr. Miller, at the close of yesterday’s session, 
we were discussing vour Exhibit No. 57. You testified on 
direct-examination that you are generally in agreement \yith 
the Demand and Commodity method presented by the Com¬ 
mission’s staff. Do vou recall that? 

A. Yes, I do. 

Q. Do you agree with the proposition that Interruptible 
customers should share their proportionate part of Ithe 
Demand costs to the extent that they participate in utilizing 
the capacity of the system on the selected peak day or peak 
days? 

A. Assuming that by “share” you mean there shouldj be 
allocated to them a proportionate part of the cost- ! 

Q. (Interposing:) Yes, that is what I mean. 

A. (Continuing:) —I believe that Interruptible customers, 
like any other customers, should have allocated to them sjich 
portion of the Demand costs as represents the proportion of 
[1738] the total service which the system supplies wh|icli 
they may reasonably expect to get any time they want it[. 

Q. And you agree that that proportionate allocation to 
the Interruptible customers should be measured by deter¬ 
mining the actual use of facilities by them on the selected 
peak day or peak days? 

A. I think that is right. I believe what you are getting 
at is: Is it what they get or what somebody thinks that they 
might get which counts, and I would agree that it is what 
they are sure of getting which ought to be considered. 

Q. And you use as the measure of what they are sure of 
getting, that which they actually did get on the days that 
you select for that purpose? 

A. That is correct. 

Q. Will you kindly turn to Schedule 1 of your Exhibit f>7, 
Mr. Miller. The headings shown in this schedule are, in 
general, similar to those shown by the Commission’s staff in 
its Exhibits 10 and 11, which contain a similar breakdown 
of costs as between Demand, Commodity, Other, and Local? 

A. Yes, Schedule No. 1 of Exhibit 57 is patterned after 
Schedule No. 5 of Exhibit No. 11. 

I 

i 

i 
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Q. Now, as I understand your testimony, you have under¬ 
taken to and did in fact make some changes or shifts in the 
dollars as among these various classes, and you wind up 
with a different result than that reached by the Commis- 
[1739] sion’s staff at that stage of the process? 

A. That is correct, Mr. Littman. 

Q. Let’s take up the first item on the list, which is Gas 
Purchased, in the total amount of $3,220,023. All of that, 
as is shown on this schedule, is in the Commodity column. 
That is exactly as the staff recommends that it be done? 

A. That is correct. 

Q. This assumes, does it not, that the gas purchased by 
Mississippi is purchased at a uniform unit cost applicable to 
all customers? 

A. No, that does not make any such assumption, Mr. 
Littman. I looked over the gas purchase contracts exhibit 
in this proceeding, and I read the testimony concerning the 
gas purchase contracts; I inquired of the Mississippi River 
Fuel Corporation officials the basis on which they purchased 
the gas; and I came to the conclusion that the amount of 
money which they had to spend for the gas that they bought 
was a function of the amount of gas that they bought, and 
therefore that total cost belonged in the Commodity column. 
However, there is no other assumption involved in that 
placement. 

Q. Well, this total of $3,220,023 is allocated, as shown 
in other schedules in your Exhibit 57, as among the various 
classes of customers in direct proportion to the annual 
volumes of gas taken bv those customers? 

A. That is correct. 

[1740] Q. Referring to that step, which is not shown in 
Schedule No. 1 but which is reflected in your other schedules 
in Exhibit 57, that allocation presupposes a uniform price 
paid for gas, does it not, or at least reflects such a uniform 
price? 

A. No, I think not, Mr. Littman. 

Q. Well, it has the effect of allocating to each customer a 
portion of the average paid for all gas, doesn’t it? 

A. I am afraid I don’t understand that question. 

Q. Did you know that Mississippi River Fuel Corporation 
pays a higher price for gas which it purchases for sale 
directly to its customers than it does for gas which it sells 
for resale? 




T 


719 

I 

A. I know that Mississippi pays more for gas which it 
purchases for industrial consumption, in some instances, 
than it does for gas which is to be consumed for other pur¬ 
poses. I found in the records and by discussion that there 
was supposed to be an increase in the cost of gas to Mis¬ 
sissippi because of certain contracts, and that the Coihmis- 
sion suspended that increase in so far as it had power to do 
so, and I believe that the Commission’s power does not run 
to gas to be used for industrial purposes, and therefor^ it is 
my belief that the cost of gas to Mississippi differs in! that 
some of the gas is purchased by Mississippi for resale for 
purposes other than industrial, and that gas costs less than 
[1741] certain other gas because the Commission ha^ sus¬ 
pended an increase which would otherwise have gonti into 
effect. 

Now, I don’t believe that the distinction is exactlv as 
you put it in your question. I don’t believe it is aj dis¬ 
tinction between direct and indirect. I believe that the dis¬ 
tinction is within the sales for resale between sales for resale 
for industrial purposes and sales for resale for other pur¬ 
poses. 

Q. In other words, the Commission did not suspend the 
proposed increase in so far as it related to sales to indus¬ 
trial customers, whether they be made directly by Mis¬ 
sissippi River Fuel Corporation or indirectly through other 
utilities—that is the sum and substance of it, is it? 

A. Well, as I understand it, the Commission couldn’t even 
consider suspending- 

Q. (Interposing:) It did not suspend the increase ^s to 
those industrial customers? 

A. It suspended the increase when it had power to do so. 

Q. And that related only- 

A. Interposing:) To sales for resale for other tliaji in¬ 
dustrial purposes. 

Q. That is right. When did you first discover that fact? 

A. I can’t tell you the exact day, Mr. Littman, but it 
[1742] was quite early in my study of this case. 

Q. Was it before you prepared Exhibit 57 ? 

A. Yes. 

Q. Why didn’t you give effect to these differences in;cost 
of gas purchased which you just referred to? 

A. In this exhibit, Mr. Littman, I have re-allocated the 
costs which appeared in Exhibit No. 11 and, as I tried to 
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explain before, in scrutinizing every item I made a change 
only when it appeared to me beyond question that such a 
change should be made. 

Now, in this case, the Commission’s staff had made no at¬ 
tempt to reflect in its allocation the difference in the cost 
of gas to Mississippi between gas purchased for resale for 
non-industrial purposes, and other gas; and I considered 
that that was a reasonable thing to do, and therefore I made 
no change in it. 

Q. If you had made the change, obviously you would have 
shown a lesser cost for doing the resale business subject 
to the Commission’s jurisdiction, wouldn’t you? 

A. If vou are asking me now what I would have done if 
I had made a change- 

Mr. Littman (Interposing): Suppose you read the ques¬ 
tion. 

(The question was read by the reporter.) 

Bv Mr. Littman: 

[1743] Q. I am referring to the reflection, in your costs, 
of the differences in cost of gas purchased. 

A. I assume that you are asking me, if I had split up the 
cost of purchased gas into the various categories for which 
the gas was purchased—that is, the ultimate consumption— 
and had made some further subdivisions into gas purchased 
for consumption, gas purchased for resale to consumers, gas 
purchased for resale to other utilities, and then had split up 
that final category into gas purchased for resale to other 
utilities to be sold by them for industrial consumption and 
to be sold by them for other purposes—if I had made such 
an elaborate split-up, then it is quite correct to say that as 
to the gas purchased by Mississippi River Fuel Corporation 
for resale to other utilities for consumption other than in¬ 
dustrial, I would have shown that cost at a different figure, 
and I believe that the difference is .4 cents per thousand 
cubic feet as to that portion of the gas. 

Q. Yes, the cost would have been less to the resale cus¬ 
tomers by reason of that situation, wouldn’t it? It would 
have to be, wouldn’t it? 

A. The cost allocated to sales to these customers would 
have been less by that amount if I had been making such a 
study from the beginning and had not agreed, or it had not 
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occurred to me that it was reasonable to lump all of (these 
costs together—that is correct. 

[1744] Q. If the Commission’s staff has originally fnade 
such a study and reflected the results of it in its Exhibits 10 
and 11, would you have accepted the change? 

A. Yes, I certainly w’ould. 

Q. I would like to now refer you to the column headed 
Local, at the extreme right. Is my understanding correct 
that you accepted the Commission staff’s figures iu| that 
column all the way down ? 

A. That is correct. 

I 

Q. Now, referring you to Transmission Expenses, ivhich 
include Transmission Expenses—Operating, Transmission 
Expenses—Maintenance, and Transmission Expenses-j-Mis- 
cellaneous, all of which aggregate $1,251,453, is it correct to 
say that you accepted the Commission staff’s recommlenda- 
tion as to allocating that amount as between Demand and 
Commodity f 

A. Yes, sir. 

Q. And for the purposes of the record, may we st^te at 
this time that Demand takes $639,397 of that amount}, and 
Commodity takes $612,056—you see those figures? 

A. Yes, I do. 

Q. So we have no difference—that is, there is no differ¬ 
ence between your position and that of the Commission’s 
staff on that very large subdivision of expenses? 

A. That is correct, Mr. Littman. 

Q. Going down to the next subdivision, we find anj item 
[1745] of Distribution Expense—Operating, in the amount 
of $15,062. You likewise, in this instance, adopted the Com- 
mission staff’s recommendation and figures, did you not? 

A. Yes, that is correct. 

Q. Let’s stop at that point. Going all the way doVn to 
that point, from the top of the page down through arid in¬ 
cluding Distribution Expense—Operating, the only item 
with which you found disagreement thus far was an it^in of 
$25,025 of Purchased Gas Expense, which is found ijmder 
Demand in your Schedule No. 1 of Exhibit 57, is that right? 

A. That is correct. 

Q. Mr. French had that amount in Commodity, and you 
placed it in Demand? 

A. That is correct. 
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Q. You treated the next two items, Distribution Expense 
—Maintenance, and Distribution Expense—Miscellaneous, 
somewhat differently from Mr. French, of the Commission’s 
staff, who put those items, totalling $18,715 and $101, re¬ 
spectively, in the Demand column, and you put them over 
into the “Other” column, didn’t you? 

The Witness: Will you read the question? 

(The question was read by the reporter.) 

The Witness: Yes. 

By Mr. Littman: 

Q. I think we may agree that that adjustment is relatively 
[1746] minor? 

A. Yes, it is a relatively minor adjustment; but I believe, 
as a matter of principle, that this is a case where it didn’t 
seem to me that there was any reason for doing it in the 
wav it had been done. 

Q. Then you and Mr. French are in disagreement on that, 
but the result would not be very much different in the end? 

A. Oh, no. 

Q. Irrespective of which way it is treated? 

A. That is correct. 

Q. The next item of Customers Accounting and Collecting, 
in the amount of $33,121, you accepted the staff’s treatment 
of that item, placing all of it in the “Other” column? 

A. That is correct, Mr. Littman. 

Q. Well, now, if I may again summarize for a minute, 
down to this point, the two adjustments that you have made 
are relatively minor and do not affect the ultimate result 
very much? 

A. That is correct. 

Q. As to the Administrative and General Expense, which 
is the next item shown, totalling $294,128, Mr. French, ac¬ 
cording to my note, placed $183,153 in Demand and $110,974 
in Commodity, making his allocation on the basis of the 
ratio developed on All Other Costs Exclusive of Gas Pur¬ 
chased Expense—is that your recollection of his testimony? 
[1747] A. Yes, that is my recollection. 

Q. And what you have done is simply to shift the $110,974 
from Commodity over into the Demand column? 

A. That is correct. 
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Q. The result being that you now recommend that it all 
be placed in Demand? 

A. That is correct. 

I 

Q. Before we leave Administrative and General Expense, 
how would you allocate Administrative and General Ex¬ 
penses as among three classes of a company’s busjiness, 
namely, Production, Transmission and Distribution, as¬ 
suming that you had such a company before you? 

A. And that it was necessary to make an allocation 
among the different functional divisions? 

Q. Yes. | 

A. Assuming that it was necessary to make an allocation 
among the various functional divisions,—I have hacjl that 
problem once before,—and if the Administrative and Gen¬ 
eral Expenses had to be allocated among these functional 
divisions, I would first look into the detail of the Adininis- 
trative and General Expenses and try to find out, if I Could, 
whether any of those expenses were sole expenses—in (other 
words, to reduce the problem to those which were joint ex¬ 
penses for the several divisions of the business. 

Q. How would you allocate, then, the joint expense^? 
[1748] A. With respect to the joint expenses, the alloca¬ 
tion would depend, in my view, upon the circumstances of 
a particular case, and it would be necessary, as to eaclij item, 
to try to find out what the facts were. 

For example, one of the items which usually heads the 
list is Salary of Executives and General Officers, j Now, 
any allocation of the salaries of such general officer^ and 
executives is bound to be subjective. I would ask tlile offi¬ 
cers if they could give me any idea what proportion of their 
time they had spent on the various divisions of the business, 
and if they had any such ideas I would take those intp con¬ 
sideration— 

Q. (Interposing:) Right there, if I may interrupt wjthout 
disturbing you r train of thought, you mean you would make 
a time study ? 

A. Oh, no, I wouldn’t make a time study. I would ask 
the officers concerned if they had any idea or notion as to 
what portion of their salaries would properly be chargeable 
to these things- 

Q. (Interposing:) On a time basis? 

A. No, I wouldn’t give them a basis, I would ask them 
what their judgment was. 
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Q. As to what proportion of their time, or what pro¬ 
portion of what- 

A. (Interposing:) Of their salaries. 

[1749] Q. You would ask the President of the company, 
for instance- 

A. (Interposing:) “What do you think?” 

Q. Yes, you would get what he thinks. 

A. That is right, which would be one thing which I would 
use in making up my mind as to what the circumstances 
were. 

Q. Well, suppose he told you that he didn’t know, then 
what would you do? 

A. All right, if he doesn’t know, then obviously it is a 
pretty difficult problem. 

Q. My question is—how would you then allocate the 
president’s salary, for instance, as among the three branches 
of his business, Production, Transmission and Distribution, 
assuming that you had such a case ? 

A. In that case I would come down to this, that I would 
have the proposition where it is impossible to make a really 
good allocation. Something is necessary to be done, I am 
told. There would be several bases on which I might oper¬ 
ate. One basis that I might use is that I might say that 
the dollars paid to the president follow the dollars which 
are spent in these various departments, because one of his 
functions is to supervise the spending of the money for 
these various departments. If I did that, I would, in effect, 
be allocating on a ratio basis. 

[1750] Q. Which is about the same basis which the Com¬ 
mission’s staff used? 

A. That is right; and if no other guiding principle is 
available, and you had to fall back on something, that is 
the last resort, and if I had to I would use it. 

Q. Well, you couldn’t use Demand in such an instance, 
could you, the Demand basis of allocating General and Ad¬ 
ministrative Expenses in a business as between Production, 
Transmission and Distribution? 

A. Oh, yes, I could still say that after I had put those 
things into Production and Transmission and Distribution, 
that they would still go into the Demand column under 
those three items. 

Q. But you couldn’t use the Demand method.of allocating 
those costs as among the three departments of the com- 
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pany’s business,—Production, Transmission and Distribu¬ 
tion,—could you? 

A. I am afraid, Mr. Littman, that you miss the point. 
The Demand method doesn’t tell you how to allocate things 
between the various divisions of the business. The De¬ 
mand method, so-called, is concerned with how you dis¬ 
tribute the costs after you have grouped them. 

Q. Of course, that is why you can’t use Demand for the 
purpose of allocating as between the three classes of a 
company’s business? 

[1751] A. That statement has no meaning. 

Mr. Dougherty: "When you say “three classes of a com¬ 
pany’s business”- 

Mr. Littman (Interposing): I mean Production, Trans¬ 
mission and Distribution. 

Mr. Dougherty: All right. 

By Mr. Littman: 

Q. Let’s put it this way, and let’s not make it a cojmpli- 
cated thing: In such an instance, a company’s demand of 
its Production system would be precisely the same ajs the 
demand of its Transmission system, wouldn’t it, on a given 
peak day? 

A. Not necessarily. 

Q. Practically the same? 

A. No, it depends on a particular company. 

Q. Let me ask you, then, would you allocate any portion 
of these Administrative and General Expenses to Demand? 

A. Yes. 

Q. If you were allocating as between Production, Trans¬ 
mission and Distribution, would you or wouldn’t you?| 

A. I would. 

Q. You would? 

A. Yes. 

Q. All right, how much would you allocate to Production 
on a demand basis ? 

[1752] A. No, that is not it. That part which I allocated 
to Production, I would put in the Demand column tinder 
Production. 

Trial Examiner: That would be a second step. 
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By Mr. Littman: 

Q. I am talking about what you do before you get to the 
second step. You couldn’t use Demand for that purpose? 

A. Demand has no meaning as applied to that. 

Q. That is what I am trying to get you to say, and there¬ 
fore you would have to go to some other method, and you 
have stated that the next best method you knew of would 
be to use the method that the Commission’s staff used here 
in this case? 

A. No, I have not said any such thing. What I said 
was that when you come to divide costs among the various 
divisions of the business, Production, Transmission and 
Distribution, that is a step which conies ahead of consider¬ 
ing whether you are going to use the Demand and Com- 

moditv method at all. 

* 

Q. I understand that. 

A. And you can’t say that you can’t use the Demand 
method, there is no meaning in talking about the Demand 
method at that stage of the game. 

Q. I am not saying that you can’t use the Demand method 
after you get through splitting as between Production, 
Transmission and Distribution. You understand that I 
didn’t mean that at all? 

A. Well, you say so. I didn’t understand that up until 
[1753] this point. 

Q. That is probably what led us into confusion, then. 

Let’s take up the next item, near the bottom of the page, 
namely, Adjustments—Crossett Lumber Company, and 
Other Gas Revenue—Credit, which total adjustments 
amount to $85,933. You have accepted here, again, the 
Commission staff’s adjustments in those respects, have 
you not? 

A. That is correct. 

Q. The really large items, then, upon which you disagree 
with the Commission’s staff are Depreciation, Federal In¬ 
come Taxes, and Return—is that a correct summary of the 
situation ? 

A. Yes, although you might just as well have added cer¬ 
tain Other Taxes. 

Q. All right. You placed all of those items, the four that 
we have named together, in the Demand category, did you 
not? 

A. That is correct. 
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Q. Let’s lake up Depreciation. That item totals $803,- 
199. The Commission’s staff allocated $731,863 to Derjiand, 
and $71,336 to Commodity. That is, all was allocated to 
Demand except depreciation of compressor station equip¬ 
ment, which was allocated 50 percent to Demand and 50 per¬ 
cent to Commodity—is that a correct statement? 

w 

A. That is correct. 

[1754] Q. You have transferred such $71,336 from Com¬ 
modity over into Demand, which had the effect of pitting 
all depreciation costs into Demand? 

A. That is correct. 

Q. Let’s go hack a bit. You did not disagree with the 
Commission staff’s treatment of Maintenance of Comjpres- 
sor Station Equipment, did you? 

A. No, I did not. 

Q. Now, the Commission’s staff put all of the Conjpres- 
sor Station Maintenance of Equipment into Commodity, 
did it not? 

A. That is correct. 

Q. In other words, those costs are allocated to all cus¬ 
tomers, share and share alike, on the basis of their ainnual 
volumes of gas—right? 

A. That is the effect of such a placement, yes. 

Q. Well, that is what ultimately results from such treat¬ 
ment—right ? 

A. That is correct. 

Q. And what you have done is to treat the depreciation 
on that same compressor station equipment as an it4m of 
Demand cost, is that right ? 

A. That is correct. 

Q. So that, under your theory, the Maintenance goes 
one way and the Depreciation goes another way? 

A. That is correct. 

[1755] Q. We are speaking now, are we not, for the most 
part, of the large compressor station engines that coiripress 
gas up this line at about 9 points, and also the houses and 
structures housing that equipment, isn’t that generally 
what we are talking about? 

A. I am not certain, Mr. Littman, that in the Com¬ 
mission staff’s study they put structures and equipment 
together, but if that is the case, then your statement is 
correct. 
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Q. Take a piston on a compressor engine. If it wears 
out and a new- one is put back in, is the cost of that a De- 
mand cost properly, or a Commodity cost? 

A. You are asking me now a question as to how it is 
treated by the System of Accounts prescribed for Natural 
Gas Companies? 

Q. No, I am asking you the question w-hether or not 
properly it should be treated one w-ay or the other, as 
a Demand or as a Commodity cost, the cost of replacing 
a worn out piston w-ith a new piston? 

A. I would say that the cost of replacing any unit of 
equipment is a capital cost, and therefore should be re¬ 
covered through depreciation. 

Q. Well, let’s get back to the piston, now-. Is that re¬ 
placement a capital cost or is it a repair or maintenance 
cost? Of course, whichever w-ay it is depends on how it is 
going to go according to your method. If it is one, it- will 
[1756] go one way; and if it is the other, it will go the other 
way—so you tell us. 

A. I think that an item such as a piston for a large com¬ 
pressor unit is important enough so that it should be a 
capital cost. 

Q. Do you know- what it should be, do you know- where 
it is included in vour exhibit? 

A. There, Mr. Littman, you are asking me a question 
about the System of Accounts, and I assume that these 
costs have been segregated in accordance with the System 
of Accounts, and therefore w-hether, in this exhibit, there 
are any piston replacements or not, I do not know. I did 
not go that far. If there are any piston replacements 
shown in any part of this, they would have to be shown 
under Maintenance, because that is the only place in which 
you would get expenses that would get into such a cost al¬ 
location study as this. 

Now-, I w'ould have to refer to the System of Accounts to 
find out w-hether the replacement of a piston is put into 
Maintenance. Then I would have to go into the records 
of the company to find out w-hether, during 1943, they did 
replace any pistons. 

Q. Well, the figures which you use are all recorded on 
the Company’s books in accordance with the Commission’s 
System of Accounts, aren’t they? 

A. That is my assumption. 
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[1757] Q. In other words, the items that are recorded by 
the Company as Maintenance, you have placed into the 
Commodity column? 

A. That is correct. 

Q. And those which are recorded as replacements or De¬ 
preciation, you have placed in the Demand column? 

A. No, sir, that is not correct. 

Q. What is the fact as to the latter? 

A. The fact as to the latter is that what I have placed 
in the Demand column as Depreciation is a lump sum [which 
was arrived at by applying a percentage, 3Vz percent, to a 
certain amount which was the Gross Plant Account t>f the 
depreciable property. 

Q. Now that Depreciation amount, or those amounts for 
annual accruals for Depreciation, are designed specifically 
for the purpose of taking care of these capital items that 
you are speaking about, aren’t they? 

A. Yes, sir, that is correct. 

Q. And those capital items are defined in the Commis¬ 
sion’s Uniform System of Accounts, and are accordingly 
treated by the company on its books, isn’t that right? 

A. I assume that if the company makes any changes in 
Plant Account, it reflects those changes in accordance with 
the System of Accounts, yes, sir. 

Q. So, whether a certain item is Depreciation or is Main- 
[1758] tenance will depend on the definition in the Com¬ 
mission’s Uniform System of Accounts, isn’t that correct? 

A. No, sir, that is not correct. 

Q. That is your understanding, that that is not so? 

A. That your statement is not correct. 

v I 

Q. In other words, if the replacement of a piston that 
had been worn out is, under the Commission’s Uniform Sys¬ 
tem of Accounts, an item of Maintenance, is it your testi¬ 
mony that it would not be allocated to Commodity iunder 
vour allocation method? 

A. No, that is not my testimony. My testimony is that 
if the Commission’s System of Accounts requires tljie re¬ 
placement of a piston to be placed on the books as Main¬ 
tenance, then it is in the Commodity column in my study. 
But, if the replacement of a piston is a capital chargej then 
it does not appear in my study at all as a separate [item, 
and the replacement of a piston would not change the 
amount which appears in my study. Perhaps I can make 
that a little plainer to you. 
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Q. Well, I think I understand what you mean. 

A. The total amount which has been listed here under 
Maintenance is an amount which actually depends upon 
the amount of money that was placed on the company’s 
hooks in accordance with the Commission’s System of Ac¬ 
counts for Maintenance. But, the amount which is placed 
[1759] in the Depreciation item in no way is affected by the 
amount of money that the company actually spent during 
the year for replacement of those things which are capital 
charges. That didn’t enter into the calculation of that 
amount at all. 

Q. Well, Depreciation accruals change every year, don’t 
they? 

A. Yes. 

Q. They never stay the same? 

A. No. 

Q. Well, it is clear that you have charged, or that you 
have allocated, rather, Maintenance of Compressor Station 
Equipment to Commodity, and the Depreciation on such 
equipment to Demand—is that right? 

A. That is correct. 

Q. Without knowing the distinction between the two in 
specific cases? Do you know the difference between Main¬ 
tenance and Depreciation? 

A. Of course. 

Q. Well, tell us what it is, for instance, for the replace¬ 
ment of a compressor engine? Is that Depreciation or 
Maintenance, or don’t you‘know? 

A. You are asking me two questions in one. 

Q. All right, answer them one at a time. 

A. One question is: What is the accounting treatment 
of a replacement of a compressor engine, and for that I 
[1760] should say the Uniform System of Accounts is the 
best guide, and I would be glad to look it up and read it 
to you. 

Q. You don’t know the answer now? 

A. Offhand, I don’t know*; but I would expect, from my 
knowledge of it, that a compressor engine is a capital item. 

Q. How have you treated it in your allocation study? 

A. I do not know that the company has replaced any com¬ 
pressor engines during 1943, and my assumption is that 
such a replacement, if it occurred, would go through the 
capital account, through plant account, and wouldn’t get 
into mv studv at all. 

V %> 
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Q. What about compressor station piping, how would y|ou 
treat that, as a Demand or Commodity cost? 

A. My recollection there is that the Commission’s account¬ 
ants had to draw a line some place, and that they drew t[he 
line at 2 joints of pipe. I believe that if it is two joints 
of pipe, it is a capital item; and if it is one joint of pipe, 
it is a maintenance item. 

i 

Q. That is on the main line, isn’t it? 

A. Isn’t that true also on compressor station piping? 

Q. I am asking you. 

A. If you will hand me a copy of the Uniform System of 
Accounts, I wall be glad to look it up for you. 

Q. No, I am not going to hand it to you, and I am go^ng 
to ask that the witness not be handed a copy of it. I ^m 
[1761] testing his knowledge. If he doesn’t know the An¬ 
swer to these questions, if he doesn’t know which of th^se 
items go into Demand or Commodity, he certainly doesft’t 
know what he is talking about when he is talking about 
Depreciation and Maintenance. If he doesn’t know tjhe 
distinction between Depreciation and Maintenance, he tb(en 
doesn’t know how to allocate as between Demand and Com¬ 
modity, because the distinction between Maintenance apd 
Depreciation was the line of demarcation, and he doesii’t, 
evidently, know the line of demarcation. 

We have the System of Accounts, and we will let him $ee 
it after you get through on re-direct. I want to test }ris 
knowledge. 

Mr. Dougherty: In the first place, the witness vras not $ut 
on as an accounting expert, nor was he put on as having 
memorized the Uniform System of Accounts. That i is 
quite clear. He was put on with respect to a study in which 
he has accepted the accounting treatment given to these 
figures by Commission witnesses. Now, to say to this wit¬ 
ness that he cannot look at the Code of Accounts to be sijre 
that the record here is correct is, to my mind, highly im¬ 
proper. 

Trial Examiner: As I understood his testimony, he shid 
that the classification in the System of Accounts didn’t hgve 
anything to do with his allocation here. 

Mr. Dougherty: That is so, but if Mr. Littman wnntsjto 
find out what is in the System of Accounts, and asks how the 
[1762] provisions in the Code of Accounts apply to the par¬ 
ticular results as have been shown in this exhibit, based on 
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Commission staff witnesses’ testimony, then, of course, 
the only way to get the facts is to see what the Code is. 

Trial Examiner: Yes, if he is interested in the facts. 
At the same time, of course, he has a right to test this man’s 
knowledge of the Code of Accounts if he considers that 
material. Your position is that it isn’t, I assume. His 
position is that it is. 

Mr. Dougherty: That is correct. 

Trial Examiner: If it isn’t, then, of course, we don’t have 
anv argument. 

Mr. Dougherty: Well, whether it is or isn’t, isn’t a thing 
that is to be determined by the 'witness. 

Trial Examiner: Xo, it is not to be determined by the 
witness; no, that is quite true. 

Mr. Dougherty: So we get to the question of: Shall we 
have a ruling on whether asking questions on the Code of 
Accounts is immaterial and therefore beyond the proper 
scope of cross-examination? 

Trial Examiner: I think counsel is entitled to determine 
whether or not this witness is familiar with the provisions 
of the System of Accounts. 

Mr. Littman: The compressor station piping is not 
listed in there anyway, Mr. Dougherty. 

[1763] By Mr. Littman: 

Q. You know, do you not, Mr. Miller, that the Commis¬ 
sion’s Uniform System of Accounts gives each company a 
certain amount of latitude within which to operate, and 
charge one item as an item of Maintenance or to Deprecia¬ 
tion, as it wishes? You know that, don’t you? 

A. I know that there are certain places where the Sys¬ 
tem of Accounts is not complete, and that where it is not 
complete the company has the option of asking for a spe¬ 
cific ruling on the case or following its best judgment. 

Q. Well, have you studied the Uniform System of Ac¬ 
counts? 

A. Yes, I have. 

Q. Well, irrespective of whether it is complete or not, 
there are instances where the Commission permits a cer¬ 
tain latitude of judgment, are there not? 

A. Yes, I think that is a correct statement. 

Q. In those instances, where a company is permitted, 
under the Commission’s Uniform System of Accounts, to 
charge a specific item to Maintenance or Depreciation as 



it pleases, you would then have to familiarize yourself Vith 
the company’s system or depreciation practice in that re¬ 
gard, wouldn’t you, to know just what they did? 

! 

Mr. Dougherty: I object to that question. If I under¬ 
stand it, Mr. Littman has assumed that the Code of Ac- 
[1764] counts provides for either a charge to Maintenance 
or to Depreciation; and that, as I understand it, is not 
correct. It should be as to Maintenance or to Capital.! It 
is the Retirement that is charged to Depreciation, if he 
wants correct accounting terms used. 

By Mr. Littman: 

Q. If it is charged to Capital, it eventually gets to De¬ 
preciation? 

A. I so understood the question, that it is recovered 
either through a charge to Maintenance or eventually 
through Depreciation. 


Mr. Dougherty: The trouble is that the record does jnot 
show your correct understanding of Mr. Littman’s mis¬ 
understanding of the Code of Accounts. 

Mr. Littman: It is not a misunderstanding, I am simply 
skipping the intermediate step; and I think everybody,' in¬ 
cluding Mr. Dougherty, knows what I am talking about. 

The Witness: Is there a question that I have not jan- 
swered ? 

Trial Examiner: Had you completed your answer? j 

The Witness: I don’t believe I got a chance to answer 
that question before there was an objection. 

Trial Examiner: Go ahead and answer it. 

i 

! 

By Mr. Littman: , ! 

Q. I will ask you a new question. 

[1765] Have you made a study of the company’s policy 
with respect to Depreciation and Maintenance and Capital 
items and replacements? 

A. No, and I didn’t need to for the purpose of this study. 

Q. Assuming, let us say, that compressor station piping 
has been uniformly charged by the company to Main¬ 
tenance, then it would go into the Commodity column, 
wouldn’t it? 

A. That is correct. 
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Q. Now, suppose the company had been charging it to 
Capital, where would it go? 

A. It would not appear in this study at all. 

Q. Well, the depreciation allowance by the Commission 
would cover the item if it were a Capital charge, wouldn’t 
it, it is designed for that purpose, isn’t it? 

A. But the amount placed in that category would not be 
changed by whatever the company’s practice was in that 
regard. 

Q. Well, didn’t you make your determination of what 
goes into Demand and what goes into Commodity on a 
functional basis? 

A. I am afraid I don’t understand what you mean by 
“functional basis”. 

Q. Well, you had in mind, or you must have had in mind, 
some division between Maintenance and Depreciation? 

A. That is correct. 

[1766] Q. You did? 

A. That is correct. 

Q. What division did you have in mind, what did you 
use as your guide for dividing as between Depreciation 
and Maintenance? 

A. That is very simple, Mr. Littman. I accepted, for 
the purpose of this study, those expenses which the Com¬ 
mission’s staff had placed in the Maintenance category. 
I made no attempt to go into the actual records of the 
company to find out whether the Commission’s account¬ 
ing examiners had correctly totalled the Maintenance ex¬ 
pense of the company. Therefore, any dollar which was 
placed in that category appears as Maintenance under 
the Commodity column on the line Compressor Station 
Equipment, in my study. 

Now, Depreciation was calculated not with regard to 
the company’s operations during the year 1943 at all. 
Depreciation was calculated with regard to the company’s 
gross plant, and by applying a percentage to that gross 
plant, to get the amount which should be assigned to the 
year 1943. And that amount was not subject to any change 
dependent upon how the company actually kept its books 
with regard to the items about which you have been in¬ 
quiring. 

Q. Now, what you did was to shift $71,336 of Deprecia¬ 
tion on Compressor Station Equipment from Commodity 
over to Demand, is that right? 
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[1767] A. That is correct. 

Q. And what you are saying now is that you did thkt 
without knowing what was included in that $71,000? 

A. No, not at all, Mr. Littman. I said I did that be¬ 
cause I knew how that amount was obtained. 

Q. Because you knew how it was obtained? 

A. That is correct. 

Q. Do you know whether any items that you would ordi¬ 
narily treat as Maintenance were included in that $71,000? 

A. I am quite sure there were none, because that $71,000 
was obtained by a process which was to multiply the grqss 
plant account for Compressor Station Equipment by 3jM> 
percent, and divide the final result by two. That is t]ne 
process which was used in determining that amount, ajid 
nothing that the company did on its books influenced that 
process in the slightest. 

Q. Well, the thing I want to know is what influenced 
your judgment one way or the other, and I can’t find oikt. 

A. That is what influenced my judgment. 

Q. You don’t know the difference between Maintenance 
and Depreciation as the company defines it and carribs 
it on its books, do you? 

A. That has nothing to do with it. 

Q. Do you or do you not know? You either know br 
you don’t know. 

[1768] Mr. Dougherty: If the Examiner please, I thinly I 
should object to this line of inquiry that goes back into t|ie 
accounting exhibits. This witness has testified that he has 
accepted, for the purposes of his exhibit, the accounting 
figures that Mr. Blease prepared and which were the san|ie 
as Mr. French accepted. Now, Mr. French testified thjat 
he accepted those and took no responsibility for theijn. 
So it is true of this witness, and to go into the questibn 
of things for which he takes no responsibility is bevopd 
the scope of the direct, and it accomplishes no purpose with 
respect to the cost allocation. 

Mr. Littman: Yes, but he undertook to change the^e 
figures and place them in a different category, withojit 
knowing the distinction between Maintenance and Depreci¬ 
ation as the company defines it on its books, which pf 
course is the very heart of the matter. 
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By Mr. Littman: 

Q. Well, let me ask this question: Do you know the dis¬ 
tinction between Maintenance and Depreciation as the 
company defines them and carries them on its books? 

A. Assuming that you mean in those cases where the 
company has latitude, I do not know how they exercise 
that latitude. 

Q. Do you know what the distinction is, where there 
isn’t any latitude? 

[1769] A. Where there isn’t any latitude? 

Q. Yes. 

A. Yes, they follow' the Code of Accounts. 

Q. Did you make a study of that Code of Accounts? 

A. For the purpose of answering this question? 

Q. For the purpose of making up this exhibit of yours. 

A. No, I did not. It did not enter into this exhibit in 
any way for me to make a special study of it. My general 
knowledge of the Code of Accounts was sufficient. 

Q. Your general knowledge? 

A. Yes. 

Q. All right, where do motors go, motors in compressor 
stations? Do thev go to Maintenance or do thev go to 
Capital? 

A. I don’t remember. I could look it up any time the 
question arose. 

Q. In your judgment as an engineer, which way should 
it go, into Demand or Commodity? 

A. In my judgment, a motor is an item w T hich can be 
identified throughout its life, and therefore it ought to 
go into Capital Account and not into Maintenance Ac¬ 
count. 

Q. And if motors are included in these dollars, wdien 
you got to them, in Exhibit 57, in Commodity, that w’ould 
be in error, wouldn’t it? 

A. If there are any motors in the compressor station 
equipment maintenance, there would either be, in my judg- 
[1770] ment, an error in following the System of Accounts, 
or my judgment and the System of Accounts would not 
agree. 

Q. What is the fact as to generators in a compressor 
station? 



A. There again, in my judgment a generator is an item 
which can be traced through its history, and it ought, there¬ 
fore, to go into capital account. 

Q. Therefore, it should be in the Demand column and 
not in the Commodity? 

A. No, sir, it has nothing to do with that. If it Is a 
capital item, whether or not a generator was replaced 
would not change the amount of depreciation used in Ithis 
cost study. 

Q. Well, if one generator cost $10 and another one post 
$5, it would change the amount, wouldn’t it? , 

A. In the Depreciation column? 

Q. Yes. 

A. No, sir, that was not done at all. 

Q. The two items near the bottom of Schedule 1) of 
Exhibit 57, which are sizable in amount and which I Want 
to discuss next, are Taxes—Federal Income, $366,403, ^nd 
Return, $891,320. 

Now, those two items, the Commission’s staff split 5(j)-50 
as between Demand and Commodity, and you have placed 
them all in Demand; is that right? 

A. That is correct. 

[1771] Q. Under your methods of allocation which are 
shown in Exhibit 57—well, let’s take them up one ait a 
time. Schedule 2, the method there shown distributes the 
costs or distributes, rather, the Demand costs on the basis 
of the sales on February 14, 1944, that is the system pjeak 
day. Is that right? 

A. The sales on February 14, 1944, are used as the b^sis 
for the distribution of Demand costs in Schedule 2. 

Q. On that basis, a customer who happened—an in¬ 
terruptible industrial customer—who happened to be off 
the line on that day, but who used the line and took sub¬ 
stantial quantities of gas on every other day of the year, 
would not bear any portion of the Return or the Federal 
Income Taxes, under vour method? 

A. Mr. Littman, when you say “bear any portion”, do 
you mean would not be allocated any portion? 

Q. Yes, it is the same thing. 

A. Well, I don’t use them interchangeably, so if }{ou 
don’t mind I will say “would not be allocated any portioii”. 

Q. You can say it that way if you want to. I don’t think 
it makes a particle of difference. 

A. All right. 
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Q. Would they bear any portion of it, under your method? 

A. I don’t know what “bear any portion” w'ould mean. 

Q. If you don’t know what that means, you can talk in 
[1772] your language. I thought everybody would under¬ 
stand that. You don’t allocate one penny of Return or 
Federal Income Taxes to an interruptible customer who 
is off the line on the peak day, the system peak day of the 
year, although he makes full utilization of that line for the 
remaining 364 days; is that a correct statement? Can 
vou answer it “yes” or “no”, or can’t vou? 

A. If I must answer “yes” or “no”, the answer is “no”. 

Q. Well, let’s go through this exhibit, then, and get 
the answer. 

Look at the sales on February 14, 1944. Assume an in¬ 
terruptible customer—do you agree with me so far, do 
you understand me so far? Can you assume an interrupt¬ 
ible customer, Mr. Miller, or is that too difficult? 

A. I think the difficulty, Mr. Littman, is that in this- 

Q. (Interposing:) Are you having difficulty in assuming 
an interruptible customer? 

A. No. 

Q. Then there is no difficulty. Let’s go on from there. 

Mr. Dougherty: Do you want to explain your previous 
answer? 

Mr. Littman: I am not having any difficulty on assum¬ 
ing an interruptible customer, and neither is he', but I 
don’t want to get down to the end of this thing 15 minutes 
[1773] later and have him say he had difficulty. 

By Mr. Littman: 

Q. We are going to assume an interruptible customer, 
are we? 

A. Yes. 

Q. Now assume that that interruptible customer did 
not take any gas on February 14, 1944. Do you under¬ 
stand me so far? 

A. I understand vou. 

Q. Assume that that interruptible customer took sub¬ 
stantial quantities of gas,—all he needed, as a matter of 
fact,—every other day of the year. That would be 364 
days. Do you follow me? 

A. I follow vou. 

% 
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Q. How much Depreciation, Federal Income Taxes, 
Other Taxes, and Return, under your method summarized 
in Schedule No. 2, would be allocated to that interruptible 
industrial customer—any? 

A. If I had made an allocation to individual interrupt¬ 
ible customers, none would be allocated to any interruptible 
customer, or, for that matter, to any other customer, who 
happened to take no gas on February 14, 1944, because no 
cost of that character would be incurred for the purpose 
of serving that customer. 

[1774] Q. That is, under your theory, and all the assump¬ 
tions that go with it, no costs would be incurred? 

A. That is correct. 

Q. You, of course, did not make an allocation to individual 
customers, did you? 

A. No, I did not. j 

Q. But the effect of that treatment which I ligve de¬ 
scribed is reflected in Schedule 2, isn’t it, in the Qver-all 
result, of Exhibit 57 ? 

A. The over-all result shown in Schedule No. 2 of Exhibit 
57 is to allocate no Demand cost whatsoever to any customer 
or group of customers which purchased no gas on February 
14, 1944; and if the groups of customers shown hej*e had 
been subdivided as to individual customers, it wojild be 
correct to say that any individual customer, whether firm 
or interruptible, whether direct or resale, who purchased 
no gas on February 14, 1944, would have allocated to him 
not one penny of Demand costs. 

Q. Even though such customer or customers who we!re not 
on the line on that peak day had used substantial quantities 
of gas every other day in the year? 

A. That is correct. 

Q. It follows, does it not, that if all of the interrujptible 
customers had been interrupted on that one day, namely, 
February 14, 1944, and had taken no gas, therefore, op that 
[1775] day, but had taken substantial quantities of gas on 
every other day of the year, under your method nojt one 
penny of the Depreciation, Taxes—Federal Income, Ta|xes— 
Other, and Return, would be allocated to those customers? 

A. That is correct, and properly so, because no such cost 
would have been incurred to serve such customers. 

Q. Of course, the staff says such costs are incurred, jdon’t 
they? You just make that statement as though there Wasn’t 
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any question, but there is great disagreement on that in 
this case, isn’t there? 

A. Oh, yes. 

Q. Those interruptible customers who were interrupted 
on the peak day, February 14,1944, as a matter of fact were 
using the main lines during a substantial portion of the 
balance of the rear, weren’t thev? 

A. Those customers who were interrupted on February 
14,1944, and received no gas on that day, those interruptible 
customers—there were three of them, Schedule No. 6—and 
they did purchase substantial quantities of gas on other 
days of the year, that is correct. 

Q. In fact, their interruptions occurred only during ex¬ 
tremely cold weather, and rather infrequently? 

A. Mr. Littman, I do not recall, as to those three cus¬ 
tomers, whether their interruptions were frequent or in¬ 
frequent. However, I do know that in general, they were 
[1776] interrupted only when weather conditions made it 
necessary to interrupt them. 

Q. You are speaking of the three customers that were 
not on the line at all that day ? 

A. That is correct. 

Q. Now looking at your Schedule No. 3, that schedule 
is the schedule which summarizes the use of Mr. French’s 
original allocation or split of costs as between Demand, 
Commodity, Other, and Local, but you use instead, however, 
the four days, December 14, 15, 16 and 17, as tlie basis of 
allocating the Demand costs ? 

A. That is correct. 

Q. Referring to Schedule 4, here you use those same four 
days as a basis of allocating the Demand costs, and you use 
your own arrangement of the Commission staff’s costs? 

A. Yes. 

Q. So this reflects both? 

A. That is correct. 

Q. Now, is it true that under the method reflected in 
Schedule No. 4, interruptible customers who were not on 
the line during those days, those four days, December 14, 
15, 16 and 17, but who were on the line other days in the 
year, do not have allocated to them, under your method, any 
of the Return, Federal Income Taxes, Other Taxes, or De¬ 
preciation? 
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A. Yes, again with the understanding that I did noj: sub¬ 
divide the group, but if I had subdivided it your state- 
[1777] ment would be literally correct. 

Q. Well, that is the effect of your method, simply tol allo¬ 
cate only to such customers as were actually on the linh, and 
to the extent they were on the line, on those four daysj? 

A. That is correct. 

Q. Irrespective of whether they were on the line tile re¬ 
maining portion of the year, or not? 

A. That is correct, and as I said before, because, iii my 
opinion, no cost is incurred by the company to serve such 
customers, that is, no cost of this type. 

Q. Will you look at Schedule No. 3, Mr. Miller. There 
you will find that the total appearing in the last line under 
the heading of “Total”, is $7,242,651.95; whereas, in Sched¬ 
ule No. 4, the comparable total is $7,424,651.95. Whiejh of 
these is the correct figure? 

A. The correct figure is $7,242,651.95. 

Q. The figure on Schedule 4 of Exhibit 57 shoul<S be 
changed accordingly? 

A. Yes, that is evidently a typographical error. 

Q. In the Cities Service case, you didn’t present any ^uch 
study as a four-day peak study, did you? 

A. No, I did not. j 

Q. Your study there, as I recall it, was based on a single 
system peak day, wasn’t it? 

A. Actually, the situation was slightly different from 
[1778] what you describe. 

Q. Well, one of them was a peak day, as I remember it, 
one study that you presented showed the Commission staff’s 
system peak day ? 

A. That is as I have done here. 

Q. In Schedule 2? 

A. Yes. 

Q. Now, we are speaking of your Schedules 3 and 4 in this 
instant case, where you took four peak days, or that is, four 
days. 

A. That is correct. 

Q. And used those as a basis of allocating Demand? 

A. Yes. 

Q. Did you do any such thing as that in the Cities Servjice 
case? 
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A. No. In that case, you may recall that during the 
year, the costs of which were being studied, there had been 
no extreme temperature conditions; and as I stated before, 
it was my opinion that Demand costs should be allocated on 
the basis of what the various customers and groups of cus¬ 
tomers have a reasonable expectation of being able to 
depend upon, and in that particular year, since the weather 
was mild, there was no period in which there was such a 
severe competition for gas as occurred, for instance, during 
the very time of the hearing. And it was necessary, then, 
[1779] to consider what would be the likely situation. If 
you will recall, while we were in the hearing, we got a spell 
of weather of the type that I postulated for my study. 

In this case, I made some inquiries of Mr. Davison as to 
conditions that confronted his system. His system is dif¬ 
ferent from that of the Cities Service Gas Company. It 
is a single-line system with two main branches near the 
terminus; whereas, the Cities Service Gas system, as you 
recall, is a star-type of system. So that there is, in the Cities 
Service Gas system, much greater weather diversity, so far 
as the load is concerned, and the line pack effect in the Cities 
Service Gas system is relatively much less important than 
it is in the case of the Mississipi River Fuel Corporation. 

Q. Speaking of line pack, can you state the amount of gas 
that can be withdrawn from line pack in the Mississippi 
Ijliver Fuel Corporation’s system, in a 24-hour period? Do 
you know what the line pack is? 

A. Well, the amount of gas which can be safely withdrawn 
from the line in excess of wiiat is put in. That is what you 
mean by drawing on the line pack? 

Q. Yes. 

A. That, in the case of the Mississippi River Fuel Cor¬ 
poration system, depends upon what the probable weather is 
going to be the next day. If it looks as though it is going to 
be just as bad tomorrow as it is today, you can’t safely take 
[1780] anything out of line pack. 

Q. Maybe I had better get at my question a little differ¬ 
ently. I see you are injecting practical operation. I didn’t 
mean that. I mean how much line pack, in addition to the 
rated capacity of the line, could be stored, as a practical 
matter of operation, in the line? 

A. Mr. Littman, you just said you don’t want to talk 


743 


about practical operating conditions, and now you ask! me, 
“as a practical matter of operation”. 

Mr. Dougherty: Under operating conditions which w^uld 
permit it to be taken out—would that cover it? 

The AVitness: Under operating conditions which w^)uld 
permit the taking out of line pack, without disturbing {nor¬ 
mal service, I would expect that you might take out as njiuch 
as 6,000,000 cubic feet. However, if you were shooting for 
a record, trying to see how much you could possibly get out 
of the line, and didn’t care what happened the next ds|y, I 
think you could get up to about 15,000,000 cubic feet.; If 
you have a four-day period, such as I am talking about fyere, 
I don’t believe you can safely take out on any one of tjiose 
days more than a million or a million and a half cubic feet 
of line pack. 

Trial Examiner: We will take a recess for live minutqs. 

(Whereupon, a live-minute recess was taken, after wjhich 
the hearing was resumed as follows:) 

[1781] Trial Examiner: Please come to order. 

By Mr. Littman: 

i 

Q. Under normal operating pressures what is the storage 
capacity of the Mississippi River Fuel Corporation’s line? 

A. I don’t know how much it is. 

Mr. Littman: That is all. 

Redirect examination. 

By Mr. Dougherty: 

Q. Mr. Miller, in your allocation of costs which you l^ave 
denominated Demand Costs, is that type of cost, and the 
allocation based on the item of line capacity? 

A. Well, it is related to line capacity. 

Q. Now when you allocate to groups of customers! the 
costs which you denominate as Demand Costs, does that 
involve a consideration of how much, or what percentage, 
of the line capacity that group of customers may reasonably 
expect to have available at any time when those customers 
wished to take gas up to that capacity? 

A. Yes. I would like to add that the line capacity 
itself is not a static thing, it varies, depending upon the 
business that is being done. 
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Q. In your consideration of the distribution of your 
Demand Costs, why did you not use the February 14, 1944 
day, as Mr. French used it: 

A. I can answer that question best, Mr. Dougherty, by 
[1782] reference to Schedule No. 6 of my exhibit. The 
interruptible customers as a group got 25,623 MCF on 
February 14, 1944, which \vas, of course, less than they 
wanted to take. Three of them had been completely shut 
down and some of the others took less than they wished 
to take. However, during the period December 14, 15, 16 
and 17, the amount that they got as a group varies from 
2,366 MCF to 5,521 MCF, and on the average they only 
got, as shown on Schedule No. 5, after correction for 
specific gravity, 3,433 MCF. So that the fact that on 
February 14, 1.944 they got over 25,000 MCF, didn’t do 
them any good in December when all they could get was a 
little over 3400 MCF. So I considered it proper to allocate 
the costs in the demand column, not on what they got on 
February 14, 1944, which was the day on which there 
happened to be sold the greatest amount of gas, but to 
allocate them on the basis of the amounts which were 
received bv the various customers when thev had the 

•> w 

greatest competition for gas. 

It should be pointed out in this connection that the firm 
industrial customers who took, as shown bv Schedule No. 
5 in the column headed “Note A”, 49,154 MCF on February 
14, 1944, increased their takes of gas to over 54,000 MCF; 
and similarly, the customers who purchased for resale 
and who took 61,000 MCF plus, on February 14, 1944, 
increased their takes so that they took nearly 64,000 MCF 
on December 17tli, and for the average, over 68,000 MCF. 
[1783] Now since those customers could take more when 
they needed more, and since the interruptible customers 
had to get along with less when the other customers needed 
more, it seemed to me that the proper thing to do was to 
allocate these demand costs on what the customers could 
reasonable be sure of getting when thev wanted gas, and 
not on what they happened to get on a particular day 
when conditions were such that the total sales were at a 
maximum. 

Q. Now the percentage of costs which are demand costs 
allocated against interruptible gas business on February 
14, 1944, appears on your Schedule 5 to be 20.07 per cent, 
on the figures taken from Exhibit 11, and 18.82 per cent 
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on the figures which you have computed, and adjusted. 
What is the difference, or the source of the difference, 
between those two percentages, and correspondingly, the 
two MCF volumes which are shown as having been)taken 
by interruptible customers in the two columns? 

A. There are four customers who take firm gas Iwhich 
has been treated as interruptible gas in making ujp Ex¬ 
hibit No. 11. Those four customers are the Glencoe Lime 
Company, the St. Louis County Gas Company for jboiler 
gas, the Alpha Portland Cement Company, and the Alumi¬ 
num Ore Company. 

As to the last two, the Alpha Portland Cement Coiiipany 
and the Aluminum Ore Company, only a portion otj what 
they take is firm gas. I have made those adjustments and 
that is the reason for the difference which you have <jlrawn 
attention to. 

[1784] Q. Now using only the 20.07 per cent, whjicli is 
the percentage of interruptible gas shown as used i[n Ex¬ 
hibit 11, was the interruptible business of the Mississippi 
River Fuel Corporation able to use at all times, anc| have 
available to it for use, that percentage of the line capacity? 

A. No, it \vas not. During the four day period to which 
I have referred before, the interruptible customers as a 
group were able to get, on the average, only 2.7 peij cent. 
Now that 2.7 per cent is not strictly comparable to the 
20.07 per cent figure, of course, but it is comparable to 
the 18.82 per cent figure. 

Q. Could there have been sold during that foujr day 
period, to interruptible customers, as much gas ak was 
sold on February 14, 1944, had there been availably line 
capacity for them? 

A. Yes, if the company could have delivered the ^as to 
the customers, the customers were there ready, and I be¬ 
lieve eager, to take it. 

Q. If the demand costs are allocated to the interruptible 
gas business of the Mississippi River Fuel Corporation 
on the basis of February 14, 1944, state whether or pot in 
your opinion that would result in an excessive allocation 
of such costs as against the interruptible gas, and state 
w T hv? 

* # 

A. In my opinion, to allocate demand costs on the basis 
of sales on February 14, 1944, would result in an excessive 
[1785] allocation of such costs to the group of interrupt¬ 
ible customers for the reason that on other days djuring 
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that same heating season, as a group they could not de¬ 
pend upon getting so large a proportion of the system’s 
deliverability devoted to their use. 

Q. Now it appears from your Schedule 5, Exhibit 11, 
from the same February 14th column, that on that day there 
was used by the resale customers 44.98 percent of the 
available line capacity, and as you have readjusted it, 45 
per cent. Was there always available to the resale cus¬ 
tomers that percentage of the line capacity, or more? 

A. So far as I know there was available to the resale 
customers that amount or more on every day during the 
1943-1944 heating season. 

Q. Actually, how much line capacity was utilized by 
the resale customers on the day of greatest takes by those 
customers, during the four ? day period in December? 

A. On the day of the greatest takes by those customers, 
which was December 16, 1943, such customers used 54.55 
percent of the system’s deliverability. 

Q. Will you state whether or not in your opinion the 
allocation of demand costs to the resale customers, on 
the basis of the percentage of either 44.98 or 45 percent, 
representing the percentage of capacity utilized on Feb- 
uary 14, 1944, results in an under-allocation of demand 
[1786] costs to that group of customers? 

A. In my opinion it does result in such an under-allo¬ 
cation. 

Q. And why? 

A. It does so because at other times when that group 
of customers, as a group, required a greater percentage 
of the system’s deliverability, they got it. 

Q. In connection with questions asked you by Mr. Littman 
about depreciation, when he was discussing the item of 
depreciation on compressor station equipment, you stated 
that any replacement of a capital item would not affect 
the amount of depreciation in that particular year. In 
making such replacement, assuming no change in the cost 
of the replaced item, would there be any change in the 
base against which the depreciation is computed? 

A. No, there would not be. 

Q. That is, you would retire the old from the capital 
account and place the new in it? 

A. That is correct. 
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Q. Now if there should be any change, either up or cjlown, 
(hen to that extent might there be some change ip the 
base against which depreciation is computed? 

A. Yes, there could be a change, but the resulting dollars 
change in depreciation amount would be entirely negligible. 

Q. That is, it would be 3Mi per cent on whatevejr the 
[1787] difference in cost was? 

A. Actually, Mr. Dougherty, it would only be 1% per 
cent. 

Q. That is because it is on the average of the beginning 
and the end of the year? 

A. That is correct. 

Q. In determining the manner in which depreciation 
is allocated by you, was it necessary to know anything 
about the make-up of the account under consideration, 
and the manner in which various items going into this 
account of depreciation for compressor station equipment 
arc handled in the Code of Accounts? 

Mr. Littman: Just a minute. It seems to me thht the 
answer to that question is one that only the Commission 
can give, that is, whether or not it is necessary for this 
man to understand the figures before he makes the! allo¬ 
cation, is something that I think the Commissioii will 
have to be called upon, or will be called upon, to determine. 
For this witness to say that it is unnecessary to know 
what he is doing, seems to me to be a very ftolish 
question, to say the least. 

Mr. Dougherty: Of course the Commission determines 
many things that witnesses talk about in cases, apd he 
has testified as to how he made this change. You jasked 
him a lot of questions about depreciation. I am njierely 
asking whether, in his opinion, it is necessary to g<b into 
the detail back in the accounting records, in order to 
make the allocation which he made. 

[1788] Trial Examiner: Objection overruled. 

The Witness: I should say that I did look very carefully 
at how the amount of depreciation had been computed, 
and I consider that it was necessary for me to go into 
that operation to the extent of satisfying myself op that 
point; and I found that the computation had been made 
in such a manner that it could not have been afjfected 
except in perhaps a most minor degree, by any change in 
the amount of gas that was sold during 1943. HJaving 
made that determination, my problem was finished! 
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By Mr. Dougherty: 

Q. Now the manner in which depreciation was computed, 
as vou found it, was what? 

A. The plant account, at the beginning and end of the 
year, was averaged, and then 3M*% of that plant account 
was the depreciation figure. There is a minor correction 
to that in that certain transportation equipment was 
handled in a slightly different way, where the rate was 
25 per cent, I believe. Then the total amount of deprecia¬ 
tion, as an element of the cost of service, was determined. 
Thereafter, the Commission’s staff broke out of that depre¬ 
ciation total an amount representing the depreciation on' 
compressor station equipment. That amount was split in 
two and one of the resulting halves was placed in the 
commodity column. Now all I did was reverse that last 
process. 

Q. Questions were asked you by Mr. Liftman going to the 
[1789] proposition that no part of the demand costs was 
allocated to interruptible customers who were not taking 
gas on the day or days used as the measure of distributing 
and allocating the demand costs—do you recall those ques¬ 
tions ? 

A. Yes, I do. 

Q. To the extent that interruptible gas is not using the 
line capacity on the day which is used as the test day, 
is that interruptible gas contributing to the costs which 
are incurred in providing that line capacity? 

A. No, it is not. 

Q. And was it for that reason that you made no allo¬ 
cation of any demand costs against interruptible gas that 
was not being put through the line or delivered from the 
line on the particular test day ? 

A. I think that is correct. 

Q. Well, if it isn’t, you vary it. 

A. The statement is general. I would prefer to say that 
it is for that reason that I allocated to interruptible gas 
as a class only that proportion of the demand costs as was 
represented by the proportion of the sales to interruptible 
customers taken in relationship to the total sales during 
the period which I considered the proper test period for 
demand purposes. 

Q. Now with respect to federal income taxes, you have 
followed, apparently, the same rule as with return. Have 



[1790] you done any reading, or is there any literature 
available, on the question of allocation of cost studies, 
that you have considered in preparing yourself generally 
for the question of making an allocation of costs? 

A. There is a certain amount of literature in this £eld 
and I have read whatever I have been able to lay my hsjnds 
on. As to the question of the preparation for this par¬ 
ticular exhibit, I don’t think that I have read any literature 
especially for this, but I have refreshed my recollection 
by reading again some of the material which I had pre¬ 
viously read on that subject. 

Q. What is that material; do you have that in mind ft 

A. Well, I have in mind particularly a recent book, a 
comparatively recent book, by Professor Barnes, 11 be¬ 
lieve. This is a book, the title of which is The Economics 
of Public Utility Regulation. The author’s name is Barnes 
and it was published in 1942. There is also, in connection 
with that, a very interesting review by Mr. Charles W. 
Smith, which appeared in the Journal of Land & Public 
Utility Economics in August of 1942. 

In addition, there was referred to in this record a phper 
on Fixing of Rates which had been published by Mr. 
Fisher, and while the paper in my view is not concerned 
with cost allocation, I did re-read that because my attention 
had been drawn to it. 1 have read it when it originally 
appeared. 

[1791] Q. Have you, over a period of time, attempted 
to keep familiar with whatever literature there is! on 
this subject of cost allocation? 

A. I have tried to keep up with the literature on this 
subject, yes sir. 

Q. And do you take into consideration the viewpdints 
expressed by the various authors of articles, or comments, 
in connection with your study? 

A. Well, I suppose that one’s views are unconsciously 
influenced by what is read. Very frequently I find mypelf, 
partially or entirely, in disagreement with what 1 read. 
But I suppose you would say that I ttfke them into 
consideration, nevertheless. 

Mr. Dougherty: That is all, Mr. Miller. 
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Recross-examination. 

By Mr. Littman: 

Q. Were you ever influenced by the Commmission’s 
opinions on the subject of allocation, and the Commis¬ 
sion’s orders, all of which have unifarmly apportioned 
the return and federal income taxes 50 per cent to demand 
and 50 per cent to commodity? Has that ever influenced 
you in any of your studies? 

A. Yes, in the sense that I disagree with that. 

Q. And your studies here presented in this case 
reflect that disagreement? 

A. Yes, that is correct. 

[1792] Q. Of course there are some other disagreements, 
but those two are perhaps the two major points of dis¬ 
agreement? 

A. No, I wouldn’t say that, Mr. Littman. 

Q. They are two of the major points? 

A. Oh yes, they are major points, but I think that the 
matter of the method of assessing peak responsibiltv 
is even more important than that. 

Q. Can you refer to any writer on this subject who 
lias recommended that return and federal income taxes 
be allocated 100 per cent to demand? 

A. I think it would be necessary to split that question 
into two parts. I think that we are agreed that the income 
tax, which is based on the allowed return, ought to go 
wherever the return goes. 

Q. All right, that gets us down to return. 

A. Yes. Now as far as allowed return is concerned, 
I believe that the orthodox position is that that is 100 
per cent a fixed charge. 

Q. I didn’t ask you that. That is what you think. 
I am asking you whether you can refer me to any article 
wherein any writer on this subject has recommended that 
income taxes and return be allocated 100 per cent to 
demand. 

A. Well, T would like to read to you- 

Q. (Interposing:) I am not talking about general princi¬ 
ples, I am talking about whether they have said any such 
thing. 

[1793] A. I would like to read to you from a review 
by Mr. Charles W. Smith, of this book by Professor 
Barnes. 
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Q. Just a minute, before you read that, suppose you 
answer my question. Do you know any writer that has 
ever stated or recommended that federal income taxes 
and return should be appportioned 100 per cent to demand? 

A. Mr. Littman, you are again asking me two questions 
in one. 

Q. All right, let’s confine it to return. 

A. All right. 

Q. Do you know anybody who has recommended-- 

A. (Interposing:) That the allowed return should! be 
put 100 per cent into demand? 

Q. Yes. | 

A. Yes. 

Q. Who? Just give me the name of the writer and the 
name of the article? 

A. The article which I want to read in part to you- 

Q. (Interposing:) No, give me the man’s name who 
made such a statement, and where he made the statement, 
that 100 per cent of the return ought to be allocated to 
demand—just the name of the writer and the article?! 

A. The name of the article which I am about to give 
you is a review of a book called The Economics of Pqblic 
Utility Regulation. 

[1794] Q. I am not asking you that. Can you answer my 
question ? Can you give me the name of the writer, and. the 
name of the article that that writer wrote, in which he 
stated that 100 per cent of the return should be allocated to 

demand? If you can’t do that, sav so. 

" 7 * | 

A. I am not only saying yes, but I am proceeding to give 
it to you, unless you don’t want it, in which case I will 
stop. 

Trial Examiner: What is the name of the author? 

The Witness: The name of the author of the article to 
which I am referring is Charles W. Smith. 

I 

Bv Mr. Littman: 

| 

Q. That is the name of the writer of the article to which 
you are referring? 

A. That is correct. 

Q. Are you stating that Mr. C. W. Smith recommends: that 
100 per cent of the return be allocated to demand; is!that 
what vou are saving? 
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A. No, I am stating that Mr. Smith says that that is the 
orthodox position. 

Q. That doesn’t answer my question. I am asking you 
whether you know of any writer on the subject who has 'writ¬ 
ten any literature on this subject, who has recommended 
that 100 percent of the return be allocated to demand? 

A. I am just telling you that the allowed return is a fixed 
charge. It is necessary that I split this up for you. Mr. 
[1795] Smith- 

Q. (Interposing:) Just don’t split anything up; answer 
the question. Give me the name of a waiter who has stated 
that it is proper to allocate all of the return to demand? 

A. I have to give you two names. If you will let me an¬ 
swer the question, you will see why. Mr. Barnes has taken 
the position that all fixed charges are properly allocable to 
demand- 

Q. (Interposing:) What does that mean? He hasn’t 
stated that return is a fixed charge, has he ? 

A. He has not, perhaps- 

Q. (Interposing:) But you have? 

A. But Mr. Smith has. 

Q. Just read that from Mr. Smith’s statement? 

A. Surely. I am reading: “The orthodox position that 
all fixed charges are properly allocable to demand is appar¬ 
ently approved. We have gone too far in this direction. 
Among other things it is poor economics to allocate all re¬ 
turn (profit) to the demand element and none to the quantity 
of product sold.” 

Now I sav that that is Mr. Smith saving that the allow- 
able return is a fixed charge. 

Q. All right. Now will you give me the name of the man 
•who recommends that 100 per cent of the return be allocated 
to demand—was it Mr. C. W. Smith? Obviously not. Was 
it Mr. Barnes? Obviously not. 

[1796] A. Oh no. Mr. Barnes- 

Q. (Interposing:) That is all, I am not going to waste 
any more time with this witness. If he can’t answer a ques¬ 
tion I am not going to waste Your Honor’s time with him. 

*•••••• 

[1825] Mr. Littman: We have completed our cross-exami¬ 
nation of all witnesses we expect to cross-examine that have 
been offered by the Company. 
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I recall, however, that Mr. Shuttleworth was going to 
report back on one or two matters. I believe one wa^ the 
matter of how many guards the Company had guarding its 
lines and property. Are you ready to report on that, Mr. 
Shuttleworth ? 

Mr. Shuttleworth: Yes, I can give you the number of 
those guards, but as to the detailed man hours and total cost, 
I have not yet received that. It should have been in my box 
at noon, but it wasn’t there, but I got over the ’phonej the 
number of guards on the payroll for each month for the last 
year. 

Mr. Littman: I think that is all I asked for, was it not ? 

Mr. Shuttleworth: Well, I wanted to straighten out that 
that is all I had. 

Mr. Littman: Supose you give me that now. 

[1826] Whereupon, Charles J. Shuttleworth, (recalled) 
a witness recalled on behalf of the respondent, having been 
previously sworn, was examined and testified further: as 
follows: 

l 

Cross-examination. 

By Mr. Littman: 

Q. You recall my specific inquiry, do you not, Mr. Sl^ut- 
tleworth ? I believe I asked you to state how many guards 
were employed by the Company, that is, were on duty dur¬ 
ing the year 1943., by months. 

A. That is correct. I have this divided as to what tliese 
men were guarding. Do you want that too? 

Q. Beg pardont 

A. I have this divided as to what portions of our invest¬ 
ment these men were guarding, if you want that, or I Can 
give you the total. 

Q. Suppose you give it in toto. I think that will be suffi¬ 
cient. 

A. It varies from 61 in March to 59 in December. . It 
started out with 60 in January, and the average for the 
entire year is 59.8, almost 60. 

Q. Now, those are the number of men who were actually 
employed on the average throughout that year, namely, 
59.8? ‘ 

A. That is correct. 

48—9181 
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[1827] Q. I believe I also asked what the fact was in 1944, 
for a certain date. I do not recall the particular date, but 
was it not March, 1944? 

A. I did not get that. I got the data as of the present 
day, the last day, and on the payroll at the end of July, 
there were 7. 

Q. As of- 

A. (Interposing:) The end of July, 1944. 

Q. I see. 

A. I had previously testified- 

Q. (Interposing:) Does the Company contemplate hir¬ 
ing any more guards? 

A. They do not. 

Q. Were all of these guards that you have mentioned 
here actually doing the work of guards, that is, guarding 
the property against sabotage? 

A. They were for almost all of their time. They may 
have been used for very short periods at other work, but I 
do have a note that of this number, those ones that were 
guarding lines also did w r alk lines at the time they guarded. 
Their entire salary vras charged to guarding, however. 

Q. You do not know what proportion of their time was 
devoted to one duty, and what proportion of their time was 
devoted to the other? 

A. I think it would be about 50-50. Thev did both at the 

* 

[1828] same time, w T atehing out not only for sabotage, but 
also for leaks. 

Q. Is anyone now doing line walking instead of guarding? 

A. We have line walkers. I am not certain about the 
number of those. 

Q. Well, but these guards were employed over and above 
the usual number of line walkers whose job it is to detect 
leaks? 

For instance, in 1943, you had about 60 guards employed 
on the average throughout the year. Now were those 60 
guards employed in addition to your regular number of 
line walkers? 

A. Well, I would say they might replace two line walk¬ 
ers would be about all. 

Mr. Littman: I believe that answers my inquiry. 

Trial Examiner: Does anyone else have any questions? 

Air. Dougherty: I have a question, not on that, but in 
the nature of some additional questions on some tax mat- 
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ters covered by cross-examination of Mr. Simonds yesjter- 
day, upon which I wish to question Mr. Shuttleworth. 

Trial Examiner: All right; proceed. 

Redirect examination. 

i 

By Mr. Dougherty: 

Q. Mr. Shuttleworth, Mr. Littman asked Mr. Simdnds 
certain questions in connection with the return and income 
[1829] tax, as appears in Mr. Simonds’ Exhibit 61, whiqh is 
an allocation of cost exhibit, and which contains tax compu¬ 
tations and other computations as taken by him from ex¬ 
hibits prepared by you. He asked certain questions having 
to do with the proposition of whether or not income tax 
should not be charged against the customers that created 
profits, referring to the figures that are shown on Exhibit 
61 as excess revenue over cost of service. 

A. Which schedule is that, Mr. Dougherty? 

Q. This refers first to Exhibit No. 61, page 6, which is 
Schedule A, where certain excess revenue over cost of serv¬ 
ice figures are shown. Mr. Shuttleworth, do you have Ex¬ 
hibit 61 before you? 

A. I do. 

Q. Now, when you show, or when there are shown tljiose 
figures of excess revenue over cost of service in the last 
column, against the total, direct sales, excluding Crossett, 
which are shown as $1,406,076, is there any reflection of 
Federal income taxes in those figures ? 

A. I see as excess revenue—I think I have page 6 blere, 
though my pages are not numbered—it seems to me one 
million five hundred and ninety- 

Q. Well, you have not got the right exhibit. You do not 
have 61. Here is 61 right here. Yes you do. You ^ere 
not looking at the right figure. 

[1830] A. I wasn’t looking at the right figure. 

Q. I will direct your attention to the figure of dijrect 
sales only. The excess revenue over cost of service Ex 
Crossett, were $1,406,067. 

A. That is the total including Crossett. 

Mr. Littman: Just a minute. I would like to enteil an 
objection to the question as it is finally put. I think the 
question is objectionable. This witness has not undertaken 
to make an allocation, and the excess revenue figures sh{>wn 
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on these exhibits are the result of Mr. Simonds’ allocation 
study. I think it is improper to ask this witness what is 
reflected in this excess revenue over cost of service, unless 
this witness is going to take the responsibility for these 
allocation exhibits. 

Mr. Dougherty: I just asked him what the taxes were. 
Now, Mr. Shuttleworth is the man who prepared the income 
taxes that are contained in the cost of allocation exhibits, 
and as Mr. Simonds has testified, those were furnished by 
Mr. Shuttleworth. 

Mr. Littman: Well, all Mr. Shuttleworth did was to fur¬ 
nish a lump sum figure, namely, $636,969- 

The Witness: That would be page 6 of the schedule. 

Mr. Littman: Which appear throughout this exhibit 
under the head of cost of service adjusted. Now, every¬ 
thing that was done with that figure subsequently to the 
[1831] starting point was done by Mr. Simonds and I think 
Mr. Simonds would be the witness to testify on what comes 
out of the end of the horn, which is Mr. Simonds’ allocation. 

Mr. Dougherty: Well, he has covered that particular 
part of it, that is, taxes which you have read and included 
in the cost. That is included in the cost of service. 

Trial Examiner: This witness furnished to Mr. Simonds 
the total cost of service including the taxes? 

Mr. Dougherty: Yes. 

Trial Examiner: Now, you are asking him what is in¬ 
cluded in the excess; is that it? 

Mr. Dougherty: I am asking him whether or not in the 
excess there is any income tax. I can ask it in this way, the 
same thing. 

By Mr. Dougherty: 

Q. Mr. Shuttleworth, you furnished the total cost of serv¬ 
ice to Mr. Simonds? 

A. I did. 

Q. Now, what income tax figure for this year, 1943, was 
included in that cost of service? 

A. $636,969. 

Q. Does that represent the total income tax computed 
by you on the allowed return at 6 2 /2 percent return on the 
investment, which return was $906,920? 

A. It does. 

[1832] Q. Is there any allowance for income tax reflected 
in the future under excess revenue over cost of service? 
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Mr. Littman: Read that question. 

(The pending question, as recorded above, was read by 
the reporter.) 

By Mr. Dougherty: 

Q. Other than the tax that you have testified to, 
included in the cost of service? 

Mr. Littman: I object to that. He is going into 
Simonds’ allocation now. 

Trial Examiner: Objection sustained. This witness 
not testified he knows anything about what is conta 
in that excess yet, has he? 

Mr. Dougherty: Well, I asked him. He has not hi 
chance to say. 

Trial Examiner: Well, you are asking him about one par¬ 
ticular item in there, as I understand it. 

Mr. Dougherty: Well, I assumed he would say whether he 
knew or didn’t know. 

Trial Examiner: Well- 

Mr. Littman: I am afraid you are going to get into sbme 
cross-examination of this witness on this whole exhibit, if 
you do not look out. 

Mr. Dougherty: No, we will not. 

Mr. Littman: And that is where we are heading, because 
[1833] this is Mr. Simonds’ Exhibit, and this witness |has 
not undertaken the responsibility as to any of these figures. 

Trial Examiner: Mr. Simonds has already answered that 
particular question, too, has he not? Why ask this witness? 

Mr. Dougherty: Yes, that is right. He said there pras 
no amount included in there. 

Trial Examiner: He had not demonstrated any familiar¬ 
ity with the contents of these figures. 

Mr. Dougherty: Well, of course, I could ask him a pre¬ 
liminary question, whether he knows whether it is in there 
or not. 

Trial Examiner: All right; ask him that. 

Mr. Dougherty: I will withdraw that, and put another 
question. 

By Mr. Dougherty: 

Q. Now, Mr. Shuttleworth, what were the actual income 
taxes paid by the Company for the year 1943 ? 
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A. $1,620,496.50. 

Q. And those taxes were based upon what amount of 
taxable net income? 

A. $2,815,000—and some odd dollars. 

Q. Were the gross revenues of the Company for 1943, 
upon which your income tax return was based, the same as 
shown on this exhibit 61, page 6, or do those figures repre¬ 
sent some adjustment? 

[1834] A. Those figures represent some adjustment. 

Q. And the actual gross revenue figures are shown in 
which exhibit of yours for the year 1943 ? 

A. Thev are shown on Exhibit 14, Schedule A. 

Q. And what is the amount as compared with the amount 
of gross revenue as shown on Exhibit 61, page 6? 

A. The gross revenue per books in 1943 was $9,350,913.05. 
The gross revenue as shown on page 6 of Exhibit 61 for total 
system was $9,350,220.00. 

Q. Mr. Simonds has testified that the taxes which you 
computed for him are included in the total cost of service, 
and that there are no taxes included in the figures shown 
under excess revenue. Assuming that the Company had any 
such amount of revenue as profit, would there be a Federal 
income tax accrued on that? 

A. There would. 

Q. And how would that be computed? 

A. I would assume from the schedule in this exhibit, since 
we paid $1,620,000 in income tax, and that there is only 
included in this exhibit $636,000 of income tax, that there 
is about one million dollars of income tax yet to be included 
in this statement. 

Mr. Littman: Is that after or before the rate reduction? 

The Witness: Before. 

[1835] By Mr. Dougherty: 

Q. And of the excess revenue over cost of service, would 
there be only the difference remaining that the company 
could keep? 

A. That would be correct. 

Mr. Dougherty: That is all, Mr. Shuttleworth. 



Recross-examination. 

By Mr. Littman: 

Q. Referring to your total figure $636,969 of Federal 
income taxes, which you gave Mr. Simonds as the basis of 
his cost of allocation, would that figure vary up or down 
with the volume of gas sold by the Company ? 

A. It would. 

[1836] Benjamin Miller (recalled). 

I 

Redirect examination: 

Q. Mr. Miller, referring to the period in December, when 
certain peak periods were experienced by the Mississippi 
Fuel Corporation, particularly those four days whicl^ you 
used, December 14, 15,16, and 17, as the basis for youq cost 
allocation study, did you, in preparing for that study, i|nake 
some inquiry as to whether there had been any compressors 
out of service during those four days? 

A. I asked for the operating records covering those days 
and they supplied to me the log sheets which are ke^>t at 
Meramec Station and duplicate copies are in the office^ and 
on those sheets are given the operating data for all ojf the 
compressor stations, and from a study of those sheets, I 
found that there was no accident or emergency condition, 
or anything mechanically unusual about the period in 
December concerning which I testified. 

Mr. Dougherty: That is all. 

Recross-examination. j 

By Mr. Littman: 

Q. That relates solely to the compressor stations? 

A. I am sorry; I do not understand. 

Mr. Littman: That is all. 

I 

• ##••»# 

[1837] Ben C. Comfort (recalled), a witness previously 
called on behalf of the respondent, having been previously 
sworn, was examined and testified further as follows: 
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Redirect examination. 

By Mr. Dougherty: 

Q. Mr. Comfort, you have heard the testimony about the 
four days in December, that is, December 14, 15, 16, and 17, 
which were used by Mr. Miller as the basis of his cost allo¬ 
cation study, in Exhibit 57 ? 

A. Yes. 

Q. It appears from that exhibit that on those days there 
were sold quantities of interruptible gas, varying from 
5,512 m. c. f. on December 14, to a figure of 2,362 m. c. f. for 
December 16. 

On December 14, the total sold excluding Crossett, was 
131,563 m. c. f., and on December 16, 130,587 m. c. f. 

Also, I will place before you so you will have it, the figures 
which show the total quantities sold on each of those four 
days. 

A. Where is that? 

Q. Here is the 14th figure. That is the total quantity 
[1838] and various quantities, and then, the 15, 16, and 17. 

A. All right. 

Q. Why was it that more gas was not sold to interruptible 
customers on those days? 

A. Well, I would say that probably represented about 
the best you would want to do with a line under the condi¬ 
tions that existed on those davs. 

I cannot speak with certainty, but if I remember those 
days correctly, they were probably about as hard a time as 
we had at any time on the system, and probably in our judg¬ 
ment at that time, that was all that ought to be properly 
sold off the system, having in mind what might come. 

I wouldn’t say that that represented exactly the capacity 
of the system, but represented what should be done with 
the line, having in mind the kind of weather that existed, the 
condition of our load, and what the war industries might 
expect from us at that time. 

Q. In operating your line during days of low tempera¬ 
tures, do you have to be able to meet whatever demands are 
made upon you by the firm customers ? 

A. Yes, and you have to have in mind and try to foresee 
as nearly as you can what may happen in the next few days. 

As an example of that, I would say, for instance, during 
a cold spell that starts, let us say, Sunday afternoon or 


early Monday morning, you would probably be a littli more 
[1839] cautious than what you would be if the same! thing 
happened starting in the middle of the week. The reason 
for that is this, that there is certainly in the line a certain 
amount of gas that might be called storage gas that can be 
taken out of the line above the actual flow capacity. 

Now, if you take that—when you take that gas ou|t, you 
can take it out down to a certain point. If you atteijnpt to 
take more than that out, you reduce the general pressure 
on the pipeline, particularly the northern end. 

The flow capacity of the pipeline is a direct function of 
the pressure at the high end of it, and as you take storage 
gas out that high end pressure goes down, and if you take 
too much out, you take it down to a point where yop have 
lessened the capacity of your line to transmit gas tbjrough 
it, and you get into a condition that is generally described 
as having a hole in the line. 

In the line of the Missisippi River Fuel Corporation that 
generally is evidenced by a low suction pressure atj West 
Point Station, and when that does happen, which is jat the 
time that the suction of the West Point Station getsj down 
to about 150 pounds, when that does happen, you can’t 
then deliver any more gas out of the northern end pf the 
line than you can get bv that West Point Station, jwhicli 
may be a lesser quantity than the amount you could take in 
down at Perryville, which is approximately 142 million a 
day, 142 to 145 millions. 

[1840] Q. What is the capacity of your pipeline through 
and north of the Meramec Station? By that I mean how 
much gas can you put through Meramec Station for sale in 
the areas of St. Louis, East St. Louis and Alton? 

A. Well, as I recall it, the maximum amount that we have 
put through there is somewhere around 121 million. I 
think I have figures indicating the passing for a short time 
of as high as 123 million. 

Q. What is the quantity of gas that could be soldi from 
the line without taking any line pack out, that is, what {would 
that capacity be without reference to weather conditions, 
or any other conditions? 

A. Well, Mr. Dougherty, that would simply be an opinion 
of mine, because I don’t know that that condition has ever 
actually happened, and I don’t think it is computable; de¬ 
pends on too many factors, but if it were taken regularly 
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through all of the delivery points, I would say that we 
could probably sell—do you mean north of Meramec 
Station? 

Q. No; I mean- 

A. (Interposing:) The whole line? 

Q. Yes. 

A. Probably sell regularly about 135 million feet a day. 

By Mr. Littman: 

Q. Is that including Crossett or excluding Crossett? 

A. I don’t know, Air. Littman. My figures are not that 
[1841] close—put it in or take it out, just as you please. 

Q. Well, we have had such figures given first one way 
and then the other. 

A. Can I just explain that, if I may? 

Mr. Littman: Go right ahead. 

The Witness: Ordinarily when I talk about sales, not 
with reference to anything that has happened here, and the 
capacity of the line, I don’t include from an operating 
standpoint Crossett, because there are approximately five 
miles of loop line put in between Perrvville and Crossett, 
so that it had the effect of moving the beginning of the line 
up to Crossett, so far as the matters I am talking about are 
concerned. 

In other words, the capacity of the line, excluding the 
pumping at Perrvville, from Perrvville to Crossett, is just 
about, because of that piece of loop, the amount that Cros¬ 
sett takes out above the capacity of the line from there 
north. That loop was put in, I would say, for that purpose. 

Mr. Littman: So your 135 million cubic feet you just 
mentioned would really be without Crossett? 

The Witness: Yes, but I want to call attention that I am 
not attempting, and if anybody did attempt to talk about 
these matters closer than plus and minus five percent, I 
would say they don’t know what they are talking about. 

Mr. Littman: You cannot judge it then, that range? 
[1842] The Witness: You can’t compute it. You can’t 
judge it. 

Mr. Littman: Pardon the interruption. 

Mr. Dougherty: That is all right. . 


By Mr. Dougherty: 

Q. Mr. Comfort, when you are operating your line day 
by day over the whole year’s period, and particularly in 
the wintertime, what do you consider as the dependable 
regular capacity of the line which is available for sale |day 
in and day out, having in mind your weather conditions jand 
difficulties of operation that might present themselves? j 

A. Well, if nothing happens to you, if you didn’t lose 
an engine, and if the line were in normal operating condi¬ 
tion—and I want to inject here the idea that the capacity of 
the line plus or minus five percent, perhaps not five per¬ 
cent, three percent, is not a constant thing—it would be 
between 130 and 135 million feet a dav. 

w 

The line capacity, among other things, is a function of 
the amount of fluid, or rather, liquid that is in the line, 
which varies from time to time and tends to become greater 
during continued cold weather, due to the additional Con¬ 
densation in the line. It has an effect, a greater effectj, on 
that portion of the line that goes through flat country than 
it does on that proportion of the line that goes through ljiilly 
country. The reason for that is this, that in long, flat por- 
[1843] tions of line, it is sometimes extremely difficult to 
get liquid out of the line. It lays along there in a long, small 
depth in the line and is hard to get out, and doesn’t move 
ahead into'the drip. Whereas, in a hilly country, it will j run 
down-hill and gather in a hollow and then first thing there 
will be a slug of it go over, and you will catch it in a <jlrip 
and get it out of the line. 

It has developed that our line in the hilly portions Itys a 

slightly greater carrying capacity than it does in the long, 

low flat country. 

- 

Another matter I would like to call your attention to is 
the capacity of the line from one end to the other. The fur¬ 
ther south you go on the line, the higher the load factor. 
However, that is compensated for to some extent by the 
fact that the northern end of the line has to carry less gas 
by the amount of fuel that is taken out, and what may be 
sold along the line. 

So the thing vrorks out. 

I vrould say, having regard to the diversity of the load, 
and so forth, in my opinion, the line has a sales capacity of, 
if taken at a regular rate, of 130 million to 135 million jfeet 
a day. 
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However, we do get into some difficulties during the 
hourly peaks, or short peaks. One of the worst offenders— 
well I wouldn’t say offenders, but at least the cause of our 
difficulties is the St. Louis County Gas Company. If you 
will recall, he is not very far from Meramec junction. 
[1844] Sometimes on a Monday morning he comes on there 
with all his cook stoves, and furnaces, and everything else, 
and just about ruins us before we can get some gas off to 
compensate. At 11 o’clock he quits on us and we are in as 
bad shape the other way. We have tried to argue that out 
with St. Louis, but he is still stubborn about it. 

Q. Now, Mr. Comfort, when you have a condition of low 
temperatures, does the necessity of having to have capacity 
available for your firm gas require you many times to not 
sell interruptible gas, which you do not sell in order to hold 
available line capacity to take care of possible demands of 
vour firm customers? 

A. Yes, that seems to be so. Mr. Davison and Mr. Bor¬ 
land and Mr. Silver ordinarily operate the line, and I try 
to help them. I don’t know* as I do, but it seems the prin¬ 
cipal thing I do is to go in and ask them why they got all 
this dump gas off. But I can see their point. They are just 
looking ahead to another cold day, and I must say that in 
general I think their judgment in the matter has been very 
good. 

Q. Now, if it turns out that the subsequent day is not as 
cold as was anticipated and the firm sales drop off, does 
that then for a short time mean you will not sell interrup¬ 
tible gas until you can get it put on all over your system? 

A. That is right. You lose the sale of some gas. 

Q. Does that situation at times have effect on the quan- 
[1845] titv you might sell for some days? 

A. Yes. You have just made a mistake about what is 
going to happen. 

Q. Is it necessary, in order to operate your line in a safe 
manner, to take such protective measures, in order to insure 
deliveries of gas to your firm customers? 

A. That is the case. 

Q. Now, when you have a lot of this interruptible gas 
taken off, that serves to decrease the revenue which your 
company would otherwise collect? 

A. That is what I meant by my remark to Mr. Davison 
and Mr. Borland why they had it off. 
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Q. Mr. Comfort, do you recall bow long your contract 
with Laclede Gas Light Company and the St. Louis County 
Gas Company have until the stated expiration dates? 

A. I think it is to 1952, the same time that our gas pur¬ 
chase contracts expire, though I am not just sure of that 
right now. 

Q. Do you have anything in the way of an exclusive “right 
to sell natural gas for resale in St. Louis and the St. Ij^ouis 
County area? 

A. How is that again? 

I 

(The pending question, as recorded above, was re^d by 
the reporter.) 

The Witness: Well, I would say that directly, we cjon’t. 
[1846] However, I think in a measure we are in that posi¬ 
tion because of our contracts with the St. Louis County and 
Laclede. I have always assumed we have that right tjhere. 

By Mr. Dougherty: 

Q. When those contracts expire, do you expect to nego¬ 
tiate renewals of them for the continued sale of natural gas 
to those two companies? 

A. I hope to be able to complete it. 

Q. Do you anticipate that there are any competitive 
factors such as other available sources of gas supply from 
any other pipelines or any gas fields that might enterj into 
the question of the sale of gas by either of those companies 
at the price at which it might be sold? 

A. Well, I think that you possibly face that continuously. 
I know that there has been, from time to time, peoplej who 
have wanted to build pipelines into St. Louis and supply 
gas there. I remember one fellow that told me he thought 
he would like to do that, and I said, “Well, why don’t you 
buy this pipeline if you want a pipeline into St. Louis. 
What is the use of going at it that way?” 

But nothing has ever come of these things. 

Q. Does your Company have any corporate affiliation 
with the Laclede Gas Light Company? 

A. No; the only relations we have with the Laclede ^ight 
[1847] Company is a contractual relation. 

Mr. Dougherty: I think that is all. 


i 

l 

i 
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Cross-examination. 

By Mr. Littman: 

Q. Mr. Comfort, you confidently expect to renegotiate 
gas sales contract with St. Louis at the expiration of the 
present contract in 1952, and continue to sell gas in the 
future to them? 

A. Well- 

Q. Assuming you have the gas, of course. 

A. I have confidence in being able to do that, yes. 

Q. Speaking of competition that Mr. Dougherty referred 
to, do you know of any fields of sufficient size in the State 
of Missouri that serve anything like the quantities of gas 
to the St. Louis area that you are now serving? 

A. I don’t know of any gas at all in the State of Missouri, 
Mr. Littman. 

Q. It is evident, therefore, that if you were to have any 
competition of any serious nature, it would be from pipe¬ 
lines coming in from out of the State of Missouri; isn’t that 
right ? 

A. That is right. Of course, I would like to- 

Q. (Interposing:) I didn’t understand. That is what? 

A. It would have to, at the present time, come from out 

of the State of Missouri. I am not a geologist, so I couldn’t 

[1848] state what the chances might be of developing gas 

at anv time in the State of Missouri. 

* 

Q. But you don’t know of any gas? 

A. There is no production there now that I know of. 

Q. Of course, any competition by reason of a natural gas 
pipeline bringing gas into St. Louis or Missouri from out¬ 
side of that state would require a certificate of public con¬ 
venience and necessity to be issued by this Commission, as 
you know—you know that? 

A. Yes, sir. I understand that that is the law. 

Q. And your Company has on file now with the Federal 
Power Commission an application for the determination 
of its service area, does it not? 

A. Well, I may not fully be familiar with all of the details 
of just what has to be done in that connection. It seems to 
me we now have a certificate of convenience and necessity. 

Q. You have a “grandfather” certificate, that is a cer¬ 
tificate under the “grandfather” proviso of section 7 (c) 
of the Natural Gas Act. 
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A. Yes, sir. I never remember any application being 
made by us for anything relating to a service area. [Now 
that could have been done by Mr. Dougherty through! Mr. 
French, before I became president of the Company. 

Mr. Dougherty: Mr. Lerch. 

[1849] The Witness: I mean Mr. Lerch. 

By Mr. Littman: 

Q. If you were threatened with competition by another 
pipeline, you would certainly come before the Federal 
Power Commission and object and ask for a heading, 
would you not? 

A. I expect that that would be the procedure. 

Q. And that is something you could not do prior to 
1938, before the passage of the Natural Gas Act. Don’t 
you feel you are a little more protected at this timA or 
truly, much more protected against such competition 
todav under the Natural Gas Act than vou were prior 
to 1938? 

A. Well, Mr. Littman, I will have to be frank with 
you. I don’t know, because I don’t know of a case yet 
in which that has happened, and so I have no wav of 
knowing -what the Commission might do. 

Q. Well, you do know the Commission would hav4 to 
decide the case if such a threat -were to actually reach 
the stage of an application for a certificate. 

A. That is right, but of course, I don’t know how [they 
would act. 

Q. I suppose we are getting into legal questions that 
perhaps we lawyers ought better to talk about at | this 
stage. 

Mr. Comfort, does your company treat all of its cus¬ 
tomers, both the resale and the direct customers, ^like, 
from the standpoint of your accounting and your keeping 
[1850] of books, and your operations generally? That 
is, do you operate your company as a unit? 

A. I believe that all of our accounts—in fact, I think 
I know', all of our accounts are now set up under this 
uniform accounting system prescribed by the Federal 
Power Commission. We have no other books that I kjnow 
of. 
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Q. You do not treat—well, let us put it this way— 
you do not keep one set of books for your wholesale business 
and another set of books for your unregulated, or direct 
sales? 

A. No, sir. 

Q. You operate as an integrated and unified natural 
gas pipeline company, don’t you? 

A. Well, I would say that our accounts are that way. I 
look at the accounts, of course, and they are divided into 
different kinds of sales. I have seen copies of our monthly 
statements, and they divide the different classes of cus¬ 
tomers up into, I believe, firm gas sales, sales to utilities 
for resale, and interruptible sales, and- 

Q. (Interposing:) Line tap customers, for instance; do 
you have any of those? 

A. I don’t know what that means, line tap customers. 

Q. Well, farm tap customers. 

A. We have none. 

Q. That is -what I meant. Well, that is, of course, for 
billing purposes, primarily? 

[1851] A. Well, I would say it was—no, to show the 
different classes of customers for the kind of service they 
have. If they were all lumped in one, the statement, 
for instance, would be useless to me. 

Q. Do you keep any separate cost accounting in such 
manner that you segregate or allocate the cost of doing 
business as between the various classes of customers? 

A. Well, Mr. Littman, w’ell I don’t believe I can answer 
that question surely. Those are figures that ordinarily 
I wouldn’t look at. If you get over on the balance sheet, 
why, I will talk freely 'with you about what is in our 
monthly statement. I don’t knowr of any such segregations. 

Q. You have been with this company from the day, 
practically the day of its inception? 

A. Yes, sir. I have been the manager of it, and have 
operated the company. Well, in fact, I had charge of 
the building of the facilities. 

Q. In fixing your prices for gas, have you ever relied 
upon any such cost allocations as those which you have 
seen presented in this proceeding? 

A. Well, I—not exactly the same, but we have made 
studies of the costs of serving different consumers. 

Q. Have you ever made an allocation of cost study, 



showing the costs to serve your regulated sales, that is, 
your wholesale sales, as distinguished from the direct 
[1852] sales, other than those which have been presented, 
of course, in this proceeding? 

A. Yes. I understand what may be shown in our 
monthly statements. 

For instances, the differences that may be shown th$re? 
You mean to start in and make a study to see what I the 
cost of serving different classes of consumers is? 


Q. Yes. 

A. I would sav no. 

* 

Q. One of these allocation studies, presented, I belibve, 
by Mr. Simonds, showed, for instance, that your company 
is earning something in the neighborhood of 1500 per 
cent on its interruptible sales to industrial customers. 
Were you ever aware that that was the fact until you ^aw 
that so-called allocation? 

A. Yes, but I heard that, and that didn’t sound right 
to me. 

Q. Do you have any idea of what your profits arel on 
such interruptible industrial sales? 

A. Not on that basis. Of course, if it is 1500 per cent, 
I wish there were some way to get entirely into that 
business. 

Q. I take it you think that is a little high. 

A. Well, that would be swell. 

Q. Well, as a practical operating man, do you think 
[1853] it practical to make an allocation of cost of dcnng 
business as between these various classes, where, as you 
stated the conduct of your business is pretty much on a 
unified basis? 

A. I don’t believe I just comprehend that question, Mr. 
Littman. Could the reporter read it to me? 

Mr. Littman: It may not be clear. If it is not, I Will 
try it again. Read the question. 

(The pending question, as recorded above, was r^ad 
by the reporter.) 

The Witness: Well, about that, I think it is. I listened 
to these allocations, and the one that Mr. Simonds presented 
was a picture of how we plan to do our business, 4nd 
the way we thought we were doing it. 

Now t , I have heard opinions expressed here by other 
men, members of this Commission staff, and Mr. Miller, 


49—9181 



770 


whose opinions I respect, who seem to have different ideas, 
at least, of what we have done. 

I think that the only answer to that is, here it is. Some¬ 
body, I presume, the Commission, will have to decide 
what we really have done, though I will say this: if we 
ever come in here on another rate case, you are going 
to find out that we will have done just exactly what Mr. 
Simonds pictures. 

Q. Which one of his 21 pictures are you referring to? 

A. Well, I mean the one that has to do with the alloca- 
[1854] tion of costs. There will be no chance to allocate 
demand to interruptible customers, because there are some 
peak days. They will get off those peak days from now on. 

Q. In other words, you are in favor of one of these 21 
allocations your witness has presented, which results in 
the lowest indicated rate reduction. 

A. Yes, Mr. Littman. And I must tell you that is the 
way we plan to do business, and that is what we thought 
we were doing. A lot of people seem to think we weren’t. 
I will be doggoned if I know. 

Q. Well, it is a matter of judgment. 

A. That is right. 

Q. I just have one or two more questions. 

In your judgment, can your company transport gas to 
St. Louis for 1.4 cents per m. c. f.? I am now speaking 
of the entire transportation cost. 

A. Well, I don’t know. As far as pumping cost is con¬ 
cerned, it seems to me the total pumping cost is about 
a cent and a half, something like that. 

Q. Let me get the pumping cost out of the picture, and 
state this question: In your opinion, can your company 
transport gas to St. Louis for a total over-all cost of 
1.4 cents per m. c. f., including return, depreciation, pump¬ 
ing cost, and all of those things? 

A. Well, Mr. Littman, I don’t know right at this minute. 
[1855] I would have to go and see if that is so or not. 
That seems to me an awful low price. 

Q. Let me put the question another way: Perhaps I 
had better be more practical, speaking to a practical operat¬ 
ing man. Since the 1.4 cents includes return—I will ask 
you this question: Would you sell interruptible gas in 
St. Louis, or anywhere else on your lines for 1.4 cents per 
in. c. f. above the cost of the gas purchased at Perryville? 
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A. Well, taking—we are selling some awfully closej to 
that. I think we have some as low as 11 cents, 10 cetits. 
I don’t just recall the lowest price, but it seems to me 
there have been prices around 10 y* and 11 cents. 

Q. Those contracts were entered into many years algo, 
those low price contracts? 

A. Yes, but they could have been discontinued by! us 
at any time. 

Q. Still can be discontinued? 

A. Could be, yes, I think so. They generally come up 
for renewal year by year, and when they were first maple, 
they were cancellable generally on six months notice |by 
either party. 

Q. You would not enter into a new one like that, would 
you? 

A. Not since I have listened to this hearing, I wouldn’t. 

Q. In connection with your duties as president, wopild 
[1856] you say your efforts and time are devoted to ihe 
welfare of the business as a whole, including your direct 
customers, as well as your wholesale customers? 

A. I say that that is my business. 

Q. You are just as much interested in the welfare | of 
your interruptible customers as you are of your firm cus¬ 
tomers? 

A. I am interested in every customer. 

* 

Q. And whatever work there is required to be done jin 
connection with your interruptible business, you do your 
job in that respect just as well to the best of your ability, 
as you do where the wholesale customers are involved? 

A. I hope that is so. 

Mr. Littman: That is all. 

Redirect examination. 

j 

By Mr. Dougherty: 

Q. Mr. Comfort, with respect to the companies you serye 
in the State of Illinois, that is, the distributing companies, 
does Mississippi have any corporate affiliation with those 
companies? 

A. No, sir. 

Q. And is that true with respect to St. Louis County 
Gas Company also ? 

A. Yes, sir. 
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Q. How about the question of natural gas in the State 
[1857] of Illinois? 

A. There has been natural gas available from time to 
time in the State of Illinois, probably will be available 
from time to time. It seems that they always have gas 
in Illinois somewhere or other. 

Q. How far from East St. Louis were the oil fields 
that were developed in the southern part of the State 
within the last four or five years? 

A. You mean, for instance, Salem? 

Q. Yes. 

A. About 90 miles from East St. Louis. 

Q. And were those oil fields of considerable size? 

A. Yes, I believe that they were one of the largest for 
a while. 

• •••••• 

[1861] Edward L. Dunn, called as a witness, in rebuttal, 
on behalf of the Commission, having been first duly sworn, 
testified as follows: 


Direct examination: 


Q. You will recall, Mr. Dunn, that Mr. Shuttleworth, the 
company’s assistant treasurer, testified concerning certain 
increases in field payroll costs, effective May 1, 1943, and 
June 15,1944? 

^ A. Yes, I recall that. 

t Q. Did Mr. Shuttleworth submit estimates of increases 
in such field payrolls of the company, effective May 1, 1943 
a^nd June 15, 1944, respectively? 

| A. Yes sir. Mr. Shuttleworth estimated certain in¬ 
creased amounts in field payrolls by reason of the fact 
tjiat, effective May 1,1943, field employees started working 
dn a 48-hour week instead of a 40-liour week. The eight 
Hours overtime cost the company time and a half. Mr. 
[|1862] Shuttleworth also estimated increased amounts in 
such payrolls because certain casual employees were raised 
flrom a rate of $4.48 per day to $5.20 per dav, effective June 
Ip, 1944. 

! Q. The increase to which you refer, from $4.48 to $5.20, 
per day, relates to “white laborers”, as shown by Exhibit 
No. 40, which was submitted as one of Mr. Shuttleworth’s 
working papers which he furnished to the Commission’s 
Staff? 


A. That is correct. 

Q. And did Mr. Shuttleworth attempt to project such in¬ 
creases back through the years 1943 and prior vears? | 

A. He did. 

Q. Mr. Shuttleworth’s entire estimated increase for both 
overtime pay and casual labor amounted to $96,441 for 
1943, did it not? 

A. Yes. 

Q. Do you know what part of that amount applied to 
casual labor and what part applied to overtime pay? 

A. No, Mr. Shuttleworth did not give a breakdown of 
that figure. He used a composite percentage in making his 
calculations. 

i 

Mr. Littman: I would like to have this document marked 
for identification with the next exhibit number. The first 
page is entitled, “Field, Office and Executive Payroll— 
1943”, and the second sheet is entitled, “Field, Office and 
Executive Pay-Roll—1944”. 

[1863] Trial Examiner: Those two sheets will be marked 
for identification as Exhhibit No. 62. 

I 

(The document referred to was marked for identifica¬ 
tion as Exhibit No. 62.) 

i 

! 

By Mr. Littman: 

Q. Mr. Dunn, have you made an examination of! the 
company’s field payroll records for the first four mouths 
of 1943, and the first four months of 1944? 

A. I have. 

i 

Q. I hand you a copy of Exhibit No. 62 for Identification 
and ask you whether this correctly shows such payrolls! for 
each of the months January to April, inclusive, 1943, land 
January to April, inclusive, 1944? 

A. It does. 

Q. Was this exhibit prepared under your direction Und 
supervision? 

A. It was. 

Q. What is the purpose of Exhibit No. 62? 

A. To check the accuracy of Mr. Shuttleworth’s estimated 
increases in payroll cost which he has heretofore submitted 
in evidence. Mr. Shuttleworth testified that he developed 
trends under a method which he stated was a “short-jcut 
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Method”, and which he stated would produce substantially 
Accurate results. 

‘ This Exhibit 62 shows a comparison of the actual field 
payroll costs for the first four months of 1943, with the 
[1864] actual field payroll costs during the comparable 
period in 1944, which fully reflects the actual increases in 
field payrolls by reason of the overtime pay. 

Q. Will you please state the results of your check of 
Mr. Shuttleworth’s estimates, making such references to 
txhibit No. 62 for Identification as are necessary to make 
rhe explanation clear? 

A. Sheet No. 1 of Exhibit No. 62 shows the total field 
payroll for the first four months of 1943 to be $202,181.69. 
This, of course, does not reflect any overtime pay by reason 
of the 48-hour week, which was not instituted until May 1, 
1943. 

On sheet No. 2 the total field payroll for the first four 
months of 1944 amounts to $209,692.85. This reflects all 
overtime pay by reason of the 48-hour week during the 
comparable period in 1944, an increase of $7,511 over the 
comparable four month period in 1943. 

This shows the actual increases in field payrolls that 
have occurred over this period by reason of overtime pay 
and anv other conditions which occurred. 

Q. In addition, were there increases in the pay of certain 
casual laborers, effective June 15, 1944? 

A. Yes. 

Q. Have you made an estimate of the maximum amount 
of increase in casual labor payroll which would have 
occurred in 1943 if the June 15, 1944 rates had been in 
[1865] effect during the full year 1943? 

A. Yes, I have made such a calculation, based upon data 
contained in Mr. Shuttleworth’s working papers, shown as 
Exhibit No. 40. 

Q. What do you find to be the fact? 

A. Mr. Shuttleworth shows, in Exhibit No. 40, that in 
1943 the company had 24 white casual laborers. Assuming 
these employees worked 25 days per month, their maximum 
increase would amount to $5,1S4 for an entire year. 

Q. Explain how you made that computation? 

A. The increase, as shown in Exhibit No. 40, is 72 cents 
per day for each white casual laborer. Twenty-four casual 
laborers would amount to an increase of $17.28 per day. 


Based on 25 working days per month, the increase wojild 
be $432 for a month, and for 12 months the increase woiild 
be $5,184 for 1943. 

Q. The amount of $5,184 which you have just given! as 
the increase applicable to casual laborers, plus the $7,^11 
of increase applicable to overtime pay, makes a total of $lf2,K 
695 for all expenses in field payroll 1 ? 

A. That accounts for all increases in the field payroll, 
yes sir. 

Q. In your judgment does your total figure of $12,695, 
when added to the actual 1943 payroll, reflect prevailing 
conditions with respect to field payrolls ? 

[1866] A. Yes, that does reflect the so-called prevailing 
conditions. 

Q. I would like next to take up another subject, namlely 
federal income taxes. Are you fully familiar with all 
the testimony given in these proceedings with respect to 
federal income taxes and excess profits taxes ? 

A. I think so, yes sir. 

Q. You have not only been present personally during 
the giving of all such testimony, but you have also studied 
the transcript and the exhibits submitted by the witnesses 
in this proceeding? 

A. That is correct. 

Q. Before Mr. B lease’s exhibits containing his income 
tax calculations were submitted in these proceedings, |did 
you check his computations? 

A. Yes, I checked them. 

Q. And are you thoroughly familiar with the metliod 
he used to compute federal income taxes? 

A. Yes, I am. 

Mr. Littman: I will ask that a document consisting of 
two sheets, entitled, “Mississippi River Fuel Corporation— 
Federal Income Tax Computation for 1943”, be marked 
for identification as Exhibit No. 63. 

Trial Examiner: The document will be marked Exhibit 
No. 63 for Identification. 

[1867] (The document referred to was marked for identi¬ 
fication as Exhibit No. 63) 
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By Mr. Littman: 

Q. I band you Exhibit No. 63 for Identification, Mr. Dunn, 
and ask you whether you prepared that exhibit which shows 
the federal income tax computation for the year 1943? 

A. Yes. Each step of the computation is set forth under 
the various tables in Exhibit No. 63 for Identification. 

Q. Will you please explain the computation of normal 
tax and surtax for 1943, shown in Table 1 of that exhibit? 

A. I started with taxable net income, shown in the com¬ 
pany’s 1943 federal income tax return, in the amount of 
$2,8*15,497. I added $105,108 to reflect the adjustment 
made in the cost of gas purchased from the United Gas 
Pipe Line Company. The adjustment was made in cost 
of gas purchased in order to reflect the new rate for a full 
year. Had the company actually paid the new rate for 
A full rear, the taxable income would have been increased 
by the same amount that cost of gas purchased was reduced. 
• Q. Before we proceed further with this exhibit, you 
are now speaking of the income tax calculation which you, 
yourself, have made, which is contained in Exhibit 63? 

A. That is correct. 

Q. As distinguished from Mr. Blease’s computation of 
income taxes, which you will later discuss? 

[1868] A. Yes, although Mr. Blease handled the item 
the same way; there is no difference between the two. 

Q. There is no difference in method? 

A. That is right, or amount. 

Q. The effect of the adjustment to which you have just 
referred is to increase the amount subject to taxes, and 
does it increase the amount of taxes which you compute 
for the year 1943? 

A. This adjustment does not increase the final tax figure 
because if the adjustment had not been made in cost of 
gas purchased, the tax allowance would be the same as 
bp reducing the cost of gas purchased and increasing tax¬ 
able net income. 

| Q. You also add an amount of $26,572 to your taxable 
net income, do you not ? 

A. Yes. That amount is the non-recurring payment to 
Laclede and St. Louis County Gas Company, which is 
shown in Exhibit 14, Entry No. 17. I have added this 
item to the taxable net income because the company has 
deducted it in the 1943 tax return. In this case we have 



treated the item as a non-recurring charge, and excluded 
it from 1943 operating expenses, and for the same reason 
it is proper to exclude it from the tax deductions. If the 
company had not made the payment it would not apjpear 
in operating expenses or in the tax deductions, and I 
would have used the taxable net income per tax return. 

Q. Would other adjustments in operating expenses also 
[1869] affect taxable net income? Suppose the Conjimis- 
sion accepted other adjustments proposed by the (Staff 
or by the company, should it make a similar adjustment 
in the tax return? 

A. Not necessarily because the tax deductions ar£ de¬ 
termined by the Bureau of Internal Revenue unde^ the 
tax laws. Unless the Commission’s order results in a 
change in the allowable tax deductions, of course sucji de¬ 
ductions will remain exactly the same for tax purposes. 

An example of an order by the Commission which will 
change taxes is an adjustment of rates for gas sold, or 
gas purchased. Such changes will affect the company’s 
revenues and operating expenses. The company hai the 
option to capitalize or expense certain items, for tax pur¬ 
poses. It may capitalize such items on its books, and for 
rate case purposes, but elect to expense them foil tax 
purposes. Thus the tax deductions are not influenced by 
the fact that the Commission may use different amount^ for 
operating expenses than are reported in the tax returns. 

Then there are certain tax deductions which ar^ not 
recorded on the books or used in rate cases at all. The 
only way to determine a proper allowance for income tja xes 
in a rate case is to refer to the taxable net income pej* tax 
returns. If the tax returns have been closed byj the 
Bureau of Internal Revenue, then we know the acceptable 
basis for computing income taxes. 

Of course in rate cases we never have the benefit of an 
[1870] audited return for the most recent years, ij will 
not attempt to describe, at this time, the various considera¬ 
tions to be given in all cases, but of course we refer t<j> the 
last return which has been settled, to determine whether 
the company’s claims have been accepted by the Govern¬ 
ment. We then recommend an allowance for taxes on the 
basis of the amount the company actually reports and pays. 
We direct the Commission’s attention to any contingencies 
or controversies with respect to income taxes whicli we 
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discover, and recommend the proper treatment of such 
items. 

Q. What is your recommendation, Mr. Dunn, with respect 
to the contingency that the Bureau of Internal Revenue 
may change the company’s allowable depreciation rate 
from 4 per cent to 3 l /> per cent, as has been contended 
on this record by counsel for the company? 

A. My recommendation is that the Commission use the 
tax depreciation rate of 4 per cent for purposes of the 
allowance for income taxes. This rate has been accepted 
by the Bureau of Internal Revenue. There is no evidence 
that it has been questioned by the Bureau. If the rate 
should be changed to 3per cent, or some other rate, 
at some future date, that future date would be the time 
for the Commission to reflect the change. 

I think that the contention of the company that income 
taxes should be computed at the depreciation rate used for 
rate-making purposes, is erroneous because that is not 
Jl871] the fact in this case or in any other case. It is 
unsound because the theory would work great hardship 
on many companies which are over-depreciated for tax 
purposes. I think the theory is unfair because in some 
dases the company would get an allowance for more taxes 
than it would pay, and in other cases the company would 
get less allowance for taxes than it would pay. 

I also have in mind the fact that the company has a 
right to be heard at any time concerning the adequacy 
of its rates. 

Q. Taxable net income as adjusted is shown in Exhibit 
63 for Identification in the amount of $2,947,177. What 
is your next step? 

A. I multiplied the taxable net income figure of $2,947,177 
By the tax rate of 40% to find the normal tax and surtax, 
in the amount of $1,178,871. 

i Q. Why didn’t you compute the excess profits tax? 

A. Because I found that the company would not be sub¬ 
ject to excess profits taxes if revenues were reduced to 
produce a return of $891,320. I also made a separate 
computation by a different method to see if regulated 
business would be subject to excess profits taxes on the 
basis of a rate reduction of $878,000, and found that it 
would not. 

Q. The return figure of $891,320, to which you referred 
a moment ago, is that the 6M> per cent rate of return 


applied to the Commission Staff’s recommended rate base 
in this case? 

A. That is correct, the net investment rate base at 6 V 2 
[1872] per cent rate of return. 

Q. And is the rate reduction that you named, naimely 
$878,000, the indicated rate reduction after allocation as 
shown in Exhibit No. 11 , for the year 1943? 

A. That is right, that is the amount of excess earftings 
applicable to sales for resale. 

Q. According to Mr. French’s allocation? 

A. That is right. 

Q. Is it fair to say that if the overall fair return \Rould 
not cause the company to be subject to excess profit^ tax, 
that no excess profits tax should be assigned to the Regu¬ 
lated sales? 

A. Yes, because obviously it is earning in excess of a 
fair return from its unregulated sales, which are prbduc- 
ing the excess profits net income. 

Q. Table 3 shows the excess profits credits, does it) not? 

A. It does. The base period net income creditj and 
specific exemption is more than enough to keep the company 
out of excess profits taxes under a return of GY 2 peif cent 
on net investment. The additional non-taxable excess 
profits income under Section 735 gives the company ai very 
wide margin of earnings before it becomes subject to e|xcess 
profits taxes. 

Q. Are you speaking of Section 735, sometimes failed 
the relief section, under the Internal Revenue Code?! 

A. That is the Section 735 relief for natural gaslcom- 
[1873] panies which is based on excess output anc( one- 
half unit normal net income. 

Q. That provision is now in the prevailing incom|e tax 
laws, is it not? 

A. That is right, and I think it applies to the veaij 1943 
and subsequent years. 

Q. Referring to Table 2 of Exhibit 63, will you please 
explain your computation of the tax saving, if the!rates 
are reduced? 

A. This computation is based upon the total revenues, 
expenses, and return. I believe that the figures in the 
table are self-explanatory until we come to the amount 
of $798,853 shown as federal income tax saving. That 
figure is computed by the use of a simple formula, of may 
be computed arithmetically. The computation m^y be 
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checked in this manner. If the Commission reduces rates 
“x” dollars, and the tax rate is 40%, then the tax saving 
will be 40% times “x” dollars. The company will save 
normal and surtax of 40% on each dollar of reduction. 
Forty per cent times $1,997,133 is $798,853. 

Q. If the company filed its tax returns using a 3M{ per 
cent depreciation rate, would it be subject to the excess 
profits tax if earnings were reduced to 6M> per cent on 
the net investment? 

A. No, not for the vear 1943. 

Mr. Littman: I ask that this document entitled “Missis- 
[1874] sippi River Fuel Corporation—Computation of Fed¬ 
eral Income Tax Per Exhibit 2 and Exhibit 3”, be marked 
for identification as Exhibit No. 64. 

Trial Examiner: It may be so marked. 

(The Document referred to was marked for identifica¬ 
tion as Exhibit No. 64.) 

By Mr. Littman: 

Q. I believe you testified a few minutes ago that you 
were thoroughly familiar with Mr. Blease’s method of 
computing net income taxes as shown in the exhibits which 
Mr. Blease has heretofore presented in evidence in this 
case ? 

A. That is right. 

Q. The statement has been made from time to time in 
this proceeding, either in the evidence or by way of con¬ 
tentions by counsel for the company, to the effect that 
Mr-. Blease started his computation of federal income tax 
wit'll the return rather than with the taxable net income 
per income tax return. 

First let me ask you whether Exhibit 64 for Identifi¬ 
cation was prepared by you or under your supervision? 

A. I prepared it. 

Q. And the same is true of Exhibit 63,1 take it? 

A. That is right. 

Q. Now referring to Exhibit 64, does this exhibit set 
forth, step by step, the computation which Mr. Blease 
made in arriving at the figure of $366,403 of Federal 
[1875] Income Tax, after tax saving, as shown at the foot 
of the right-hand column labeled “Exhibit 3”, on Exhibit 
64 for Identification? 
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A. Well, this shows the manner in which Mr. B^ase 
made his computation. These are not his precise figures 
because I set down these figures. They are my figures 
that I made to check his computation, and when I caiijie to 
the exact answer to the dollar, that Mr. Blease had, then 
I knew that he had used this particular method to arrive 
at that amount of income tax after tax saving. 

Q. This shows, then, that you and he both started with 
the taxable net income per tax return? 

A. That is correct. 

i 

Q. Will you explain the figure appearing at the foot 
of the first column, which is headed “Exhibit 2”, designated 
“Federal Income Tax, after tax saving”, in the amoujit of 
$371,852? What does that item represent? 

A. That is the amount of income taxes after tax saying, 
as Mr. Blease computed it in Exhibit No. 2, and of course 
in order to compute that figure he had to start with the 
taxable net income per tax return of $2,206,438. tThat 
is shown in his Schedule 3 of Exhibit No. 2. The Icom- 
putation I believe is self-explanatory, and the figure of 
$371,852 appears at various points in Mr. Blease’s Exhibit 
No. 2. I see it in Schedule 2, page 7. It represent^ the 
amount of income taxes at normal and surtax rates, v^hicli 
we recommended that the comppany should be allowed 
[1876] if the return is reduced to 6]A per cent op net 
investment. 

Q. Mr. Dunn, I note that Mr. Blease’s recommended 
tax figure of $366,403 for 1943 is somewhat lower jthan 
the tax computed in Exhibit 63, shown on page 2, as $38C),018. 
Will you explain the reason for that? They both alpplv 
for the year 1943, don’t they? 

A. That is correct. 

Q. Will you please explain the reason for the difference 
between Mr. Blease’s figure and the one which you have 
computed in Exhibit 63? 

A. Mr. Blease used the net income per a tentative! tax 
return, in Exhibit No. 3. 

Q. That net income per tentative tax return was j how 
much? 

A. $2,811,385. 

Q. That is shown at the top of the second column of 
Exhibit No. 64, isn’t it? 

A. That is correct. 


\ Q. That was used by Mr. Blease as his starting figure 
for 1943? 

A. That is correct. 

Q. All right. 

A. Since Exhibit 3 was prepared the company filed its 
return for the year 1943, and the actual taxable net income 
was $2,815,497. That is one change affecting the final 
answer. 

[1877] Q. Now you have used, in Exhibit No. 63, the 
final taxable net income per the company’s actual 1943 
tax return? 

A. That is correct. 

Q. As shown at the very top of page 1 of Exhibit 63? 

A. That is correct. 

Q. That is one of the reasons for the difference in the 
final figure? 

A. Yes sir. Another reason is that I added $26,572 
to that net income to reflect, in the allowance for taxes, 
the fact that the company had deducted that in computing 
the 1943 taxable net income. In other words, I considered 
that if it was a non-recurring charge for purposes of 
computing excess earnings, it would be a non-recurring 
charge for tax purposes, it would probably never occur 
again. 

Q. In other words, the effect of your adjustment is 
increase the company’s adjusted taxable net income by 
$26,572 more than Mr. Blease’s adjusted taxable net income 
for that year, is that correct? 

A. That is correct. 

Q. And the effect of that one adjustment is to increase 
the final tax figure approximately 40% of the $26,572, 
is that the effect of it? 

. A. Yes, approximately that. The adjustment isn’t 
important, but on cross examination of Mr. Blease it was 
referred to and I thought it would be proper to concede 
[1878] it as a proper adjustment. 

Q. You concede the $26,572 item and suggest that it 
now be included in making the tax computation, in the 
manner in which it is now shown in Exhibit 63? 

A. That is correct. 

Q. That subject was the basis of some considerable 
discussion during Mr. Blease’s cross examination by 
counsel, was it not? 
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A. That is correct. There is one other adjustment that 
I would like to mention. Mr. Blease used an amount of 
taxes other than federal income taxes, which was approxi¬ 
mately $10,262 too high, for the year 1943. Since then, 
Mr. Shuttleworth has informed us that the latest estimate 
on the property taxes and taxes other than inconje, will 
be $10,262 less than Mr. Blease used, and so I have reflected 
that minor adjustment. 

Q. Now you have stated all of the adjustments that 
you have made in the 1943 figures to arrive at a sjlightly 
higher tax than Mr. Blease recommended for that year? 

A. That is correct. 

Q. But the method, basically, which you have ujsed, is 
exactly the same as that which Mr. Blease used? 

A. It is; the principles are exactly the same ajnd the 
method is the same. 

Q. Mr. Dunn, if the Commission were to reddce the 
rates of the Mississippi River Fuel Corporation by the 
[1879] amount of $878,000, as recommended by th^ Com¬ 
mission’s staff in its exhibits, on the basis of 1943 reyenues 
and expenses, and sales, what would the actual out-of- 
pocket cost of that rate reduction be to the company? 

A. Since the company is in the excess profits tax brackets, 
78.46 per cent of that reduction would be reflected ip a tax 
saving, in a reduced amount of taxes, and 21.54 per cent 
would come out of the company’s net income, or $188,921 
is what it would cost the company if its rates were reduced 
$877,208. Those computations are all based on the income 
taxes as reported for the year 1943, or not precisely as re¬ 
ported, but on the basis of Section 735, ignoring the amount 
deferred by reason of the company’s claims under Section 
722. That latter problem wouldn’t affect the figpre of 
$188,921 very much in any event. 

Q. So the out-of-pocket cost to the company, from such 
a rate reduction, would be approximately $189,000? 

A. $188,921, yes. 

Q. Are there any further explanations that you fyel are 
necessary to adequately explain these exhibits, Mr. jDunn? 
If so, feel free to give them? 

A. On Exhibit 63, Table No. 4, there is shown a computa¬ 
tion of Section 735 non-taxable excess profits net iPcome. 
That computation is based upon net income from gai sales, 
per the tax return. The net income from gas sales Will be 
[1880] slightly different, of course, than the taxable net 


784 


income in those cases where a company has income from 
anything except gas sales; for instance, if they have in¬ 
come from interest, that is not included in Section 735. But 
in this case it is a very slight difference, a difference of only 
about $14,000. But when I have computed the non-taxable 
income I have used only the figure in Exhibit 11 which is 
indicated there as a rate reduction which the Commission 
would order applicable to regulated sales, in the amount of 
$878,038. 

I note that in Mr. Shuttleworth’s cross examination he 
thought that the Section 735 nontaxable income should be 
computed as if the rate reduction were based on the entire 
operations of the company. But obviously the Treasury 
Department, in computing nontaxable income, would only 
compute—or rather would compute it on the basis of what 
the actual earnings were under whatever rates the Com¬ 
mission prescribed, and on whatever return they might get 
frbm their unregulated business. 

So obviouslv vou wouldn’t reflect a nontaxable income on 
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anything other than the amount of income that the com¬ 
pany would receive. 

Q. Under the rate reduction? 

A. Under the rate reduction. 

Q. Is there anything further? 

A. That is all. 

Mr. Littman: That is all. 

[1S81] Cross-examination. 

By Mr. Dougherty: 

Q. Mr. Dunn, this net cost to the company, in the event 
of a rate reduction, as I understand it applies only on the 
assumption of the existence of the excess profits tax law? 

A. That is right; if the company is not in the excess 
profits tax brackets it would be a different figure. 

Q. And also if the excess profits tax regulations were 
repealed, say next year, then from that time on there would 
be a different result, would there not? 

A. I am sure there would be a different result, I don’t 
know what it would be because I don’t know what carry¬ 
overs you w’ould have, or anything of that sort. 

Q. But what I am getting at is that the assumption of a 
net cost, you say to the company itself, of the $200,000, must 
presuppose the same tax law situation? 



A. Yes, that net loss to the company of $188,000 that 
I computed was based upon the 85.5 per cent net excess 
profits tax rate, and giving effect to Section 735 exemption 
exactly as it occurred in the year 1943, and no other figures 
were used. 

Q. So if the excess profits tax law were to be completely 
repealed, and if the normal and surtax rates, or rathter if 
the surtax rate, were reduced, then of course there would be 
a different picture? 

A. That is true. 

[1882] Q. Were you reading your answers from some writ¬ 
ten statement, Mr. Dunn? 

A. Most of them. 

Q. I wonder if we might have a copy of those, as it w^ould 
help us in preparing for cross examination, inasmuch a|s we 
do not receive a copy of the transcript until the morning? 

A. Certainly. 


[1883] Frank S. French. 

Direct examination. | 

i 

By Mr. Littman: 

Q. Mr. French, does the Mississippi River Gas Corpora¬ 
tion purchase gas under two price classifications? 

A. Yes. 

Q. What are these classifications, and give the price paid 
under each classification? 

A. First, gas purchased for the ultimate consumption 
of domestic and commercial resale customers; and, second, 
gas sold directly and indirectly to industrial customers. 
Gas sold for the ultimate consumption of domestic and com¬ 
mercial resale customers is purchased from the Hope pro¬ 
ducing Company, Interstate Natural Gas Company, Inc., 
and Southern Carbon Company, at a price of 7.6 cents iper 
MCF. Gas purchased from these companies for all other 
purposes—8.0 cents per MCF. 

Q. Has this situation prevailed since sometime priof to 
1942 and down to the present? 

A. Yes. 

Q. In your cost allocation for the years 1942 and 1^43, 
[1884] I believe you have assessed each class of customer 
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the average price paid for gas—with the exception of Cros- 
sett Lumber Company—rather than taking into considera¬ 
tion this price differential, is that correct? 

A. Yes. 

Q. Have you made any calculations for the years 1942 
and 1943 whereby the domestic and commercial resale cus¬ 
tomers would get credit for this price differential? 

? A. Yes. 

Q. How much does it amount to for the year 1942? 

; A. $11,739.64. 

, Q. Refer to your Exhibit No. 10 and give us the new 
excess revenue over cost of service if this price differential 
in purchased gas was applied to the figures set out in this 
exhibit—give this by classifications of customers only, and 
not by specific customers. 

A. The excess revenues over cost of service for 1942 
would be as follows: 

From To 


Firm—Ind. $910,728.27 $904,924.19 

Int.—Ind. 99,390.71 93,455.15 

> Total Ind.$1,010,118.98 $998,379.34 

Resale . 652,735.64 664,475.28 

Total . $1,662,854.62 $1,662,854.62 


Q. Have you made the same calculation for the year 1943? 
[1885] A. Yes. 

Q. How much does it amount to for the year 1943? 

A. $12,553.13. 

Q. Refer to your Exhibit No. 11 and give us the revised 
excess revenues over cost of service which would result 
from this reclassification of purchase gas expense. 

I A. The excess revenues over cost of service for 1943 
w.ould be as follows: 

From To 


Firm—Ind.$1,058,673.81 $1,052,006.84 

Int.—Ind. 63,772.19 57,886.03 


Total Ind.$1,122,466.00 $1,109,892.87 

Resale . 878,038.29 890,591.42 

? - - 

Total . $2,000,484.29 $2,000,484.29 
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Q. Are you generally familiar with the order issbed by 
the Federal Power Commission relative to the reduction in 
the price of gas which Mississippi purchases from Sinter- 
state Natural Gas Company, Inc.? 

A. I am. 

Q. Under this order, what price will the Interstate 
Natural Gas Company, Inc., receive for the gas sold to 
Mississippi? 

A. 4.66 cents per MCF.—10 oz. 14.4 p. s. i. 

Q. You have not reflected this reduction in the cost j)f gas 
purchased from Interstate anywhere in any of your exhibits, 
[1886] have you? 

A. I have not. 

Q. The reason you did not do so, I take it, was because 
the order is being contested by the Interstate andj is at 
present in the courts—is that correct? 

A. It is. 

Q. If the order of the Commission is upheld and the cost 
of gas purchased by Mississippi reduced in accordance with 
this order, I wish you would state how, in your opinion, 
this reduction should be reflected in your cost allocation 
exhibits ? 

A. Gas purchased has been allocated throughout c^n the 
basis of the total annual MCF sold to each customer or 
classification. And should this cost be reduced, the credit 
would be allocated to each customer or classification in the 
ratio of the annual volume of gas consumed by each class. 

Q. What is the date of the Commission’s order? 

A. Commission Opinion No. 91 and accompanying order 
are dated April 27, 1943, and was amended May 11,j 1943, 
to become effective and apply to all bills rendered op and 
after June 15, 1943. 

Q. This would have the effect of lowering the 7.(j> cent 
and 8.0 cent gas to 4.66 cents, is that correct? 

A. That is practically correct. The 7.6 cent and tjhe 8.0 
cent gas is measured at 8 ounces plus 14.4 pounds per square 
inch, whereas the 4.66 cent gas set out in the Commission’s 
[1887] Interstate order has been computed on a 10 ounce 
plus 14.4 pounds per square inch base. To put thfc 4.66 
cent gas on the same base, or contract base, as the 7.fe cent 
and 8.0 cent gas, the price will then be 4.62 cents per JMCF. 
However, the 4.66 cent or 4.62 cent gas has been computed 
in the Interstate order on the basis of Interstate paying 
all severance and gathering taxes; whereas, these taxfcs are 


788 


not included in the 7.6 cent and 8.0 cent gas. For the year 
1943, including taxes, the 7.6 cent rate would be 7.92 cents, 
and the 8.0 cent rate would become 8.32 cents per MCF, 
the average being 8.25 cents per MCF. This 8.25 cents per 
MCF would then be on the same base as the 4.62 cent gas, 
and there would be a reduction of 3.63 cents per MCF, on the 
average, for the year 1943. 

Q. Have you made any computations as to what this re¬ 
duction would amount to, in dollars, from the effective date 
of the Commission’s order in June, 1943, to December 31, 
1943? 

A. I have. 

Q. How much does it amount to ? 

A. $193,304.65. 


(7.6*0 888,359 MCF. @ $.0298=. $26,473.10 

(8.0^) 4,425,211 MCF. @ .0338=. 149,572.13 


5,313,570 MCF. $176,045.23 

Plus Taxes: $27,924.18 

-= .0032 

8,742,583 

5,313,211 x .0032 =. 17,003.42 


$193,304.65 

[1888] Q. Now, if you had adjusted this gas purchase cost 
for the full year of 1943 in the same manner that you did the 
reduction in price of gas purchased from the United Gas 
Pipe Line Company, what would have been the reduction 
for the full year 19*43? 

A. $337,496.30. 


1,754,359 x .0298= $52,279.90 
7,541,476 x .0338= 254,901.89 
Taxes . 30,314.51 


$337,496.30 

Q. Now, Mr. French, would you take this $337,496.30 and 
apply it to your 1943 cost allocation? Give us the indicated 
excess revenues over cost of service by classifications. 

A. The excess revenues over cost of service would be as 
follows: 








From (as revised) 

Firm—Ind. $1,052,006.84 

Int.—Ind. 57,886.03 

Total Ind.$1,109,892.87 

Resale . 890,591.42 

Total . $2,000,484.29 

• • • • • 


To 

$1,174,214.25 

165,783.60 

7 I 

I 

$1,339,297.85 

997,982.74 

" t - 

$2,337,980.59 


[1898] Edward L. Dunn resumed the stand and testified 
further as follows: 

Trial Examiner: Counsel for the Company may (jross- 
examine the witness. 


Cross-examination (resumed). 

I 

By Mr. Dougherty: 

Q. Mr. Dunn, will you get your Exhibit 62, please? 

A. I have it. 

Q. What is the source of the figures shown on that ex¬ 
hibit ? 

A. The company’s Payroll Summary Ledger, an<J the 
vouchers. 

Q. And those figures were taken off by you, or by Some¬ 
one else? 

A. They were actually copied off by Mr. Blease. Ij was 
there, though, when he did it: 

Q. Did you also copy off a division of the total payroll 
expense as between what has been referred to as the Regu¬ 
lar Field Payroll and the Casual Field Payroll? 

A. No, I did not. 

Q. That is, I am referring now to the division of the total 
field payroll of $202,181, which is the total, or the Expense 
part, which is $192,733. Do you have any figures that 
[1899] show what part of either of those totals represents 
the payroll for Regular Field Employees as distinguished 
from Casual Field Employees? 

A. No, I did not take any such figures off. I noticejthat 
Mr. Shuttleworth, in his work papers, had a division be¬ 
tween those two payrolls. I was interested in the tot|al. 
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Q. Mr. Dunn, there are two parts of this labor cost ad¬ 
justment, as I understand it, one that relates to such in¬ 
creases as might have resulted, or as did result, from in¬ 
creasing the work week to 48 hours—that is one of them? 

A. That is right. 

Q. Now that, as I understand it, applies only to the Regu¬ 
lar Field Payroll? 

A. That is my understanding also, from Mr. Shuttle- 
worth’s testimony. 

Q. So that as to that particular part of both Mr. Sliut- 
tleworth’s adjustment and your correction of his adjust¬ 
ment that is made because of an increased work week, we 

do not need to consider the Casual Pavroll? 

•> 

A. The adjustment doesn’t affect the Casual Payroll, 
and it doesn’t make any difference whether we consider it 
or not. 

Q. And the other adjustment that was made, because of 
an increase of certain Casual Laborers, would relate only 
t.o those laborers who had been so increased? 
ri900] A. That is correct. 

■ Q. Since you do not have any part of the Field Payroll 
that relates solely to the Regular Employees, and that 
which relates to the Casual Employees, I will have to 
go about it in this way: Do you recall that there had been 
put in an exhibit by Mr. Blease showing a comparison of 
Operating Expenses for the first four months of 1943 
as compared to 1944? 

A. Yes. 

Q. And that exhibit was No.—well, there were two 
exhibits, 41 and 42. 

i A. Yes. The one to which you refer was Exhibit 42. 
i Q. That is right. Then do you remember that I asked 
Mr. Shuttleworth, at the hearing in St. Louis, for a number 
of explanations about different items, as to why the costs 
were different, and what things went into the different 
cost items? 

A. I recall those questions, yes, sir. 

Q. Now during the course of that testimony, on page 
1093 of the record, I asked him about labor costs for 1944 
as compared to 1943, and he said this: 

“* * # there is $25,581 decrease in the casual labor 

payroll due to the fact that we have for those four months 
some 67 men less on the casual payroll than w T e had in the 
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previous year for the same period, and that is due to the 
fact that, due to the low prices we have been paving 
[1901] casual labor, we haven’t been able to get them.” 

Do you have any recollection of that discussion \te had 
about the difference in labor costs? 

A. I recall that there was a discussion. I didn’t have 
the exact figures in mind. 

Q. Well, assuming that $25,581 is the decrease in the 
casual payroll- 

Mr. Littman (Interposing): That relates to tile first 
four months of 1944 below the first four months of l|943? 

Mr. Dougherty: That is correct. 

By Mr. Dougherty: 

Q .(Continuing:) —that decrease in the casual payroll 
would be reflected in the figures you have sho^vn on 
Exhibit 62, wouldn’t it? 

A. Yes, those reflect the actual payrolls as actually 
paid. 

Q. So that, in connection with the increase of Field 
Payroll which, as you said in your testimony yesterday, 
increased, I think, $7,511 in the first four months <j>f 1944 
over the first four months of 1943, that increase tk|at you 
mentioned would, of course, be the net result after the 
decrease in Casual Payroll is considered? By that I 
mean—I may not be stating it very clearly or properly— 
since the Field Payroll is made up of two items, that is, 
Regular Field Payroll Employees and Casual Field Pay¬ 
roll Employees, the net figure between the totals for the 
[1902] same corresponding periods would, of course, be 
made up of differences between the Regular Payrjoll for 
the same period, and the differences between the jCasual 
Payroll for the same period; isn’t that correct? 

A. Yes. By comparing the actual figures we reflect any 
changed conditions which might exist to cause the pjavrolls 
to change. On transcript page 1864, I said: “Thi^ (com¬ 
parison) shows the actual increases in field payrolls that 
have occurred over this period by reason of overtime pay 
and any other conditions which occurred.” 

Q. That is right. Well, what I am trying to do isjmerely 
get on the record -what this $7,511 is made up of, dividing it 
between the regular payroll and the casual payroll, do you 
see? 
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A. That is, the $7,511 would reflect the increase by rea¬ 
son of the overtime pay for regular. So far as the casuals 
are concerned, their rate of pay stayed the same, and any 
change there would be due to a different number of em¬ 
ployees or some other condition. 

Q. That is right. 

Well, now, if we had a decrease in the casual payroll of 
$25,581 for the first four months of 1944 below the first 
four months of 1943, and if there is a net increase of the 
total field payroll of $7,511, can we not get what the change 
has been in those comparable periods in the regular field 
[1903] payroll by adding the $7,511 to the $25,581? 

A. Well, I am not sure. I made no study along that line. 
There might be a great number of the so-called prevailing 
conditions in 1944 which Mr. Shuttleworth attempted to 
trend back to 1943, that would have to be separately ana¬ 
lyzed to find out just what that net difference of $7,511 
resulted from. 

Q. Well, just as a matter of mathematics, if you had an 
increase in the part of this field payroll that relates to the 
regular employees, and if you had a decrease in the part of 
that field payroll that relates to casual employees, wouldn’t 
we have to separate those in order to know how much of 
the total payroll change, or the net payroll change, results 
from this overtime situation on the regular employees? 

A. Well, the reason I have a little difficulty in saying yes 
is because casual employees quite often take the place of 
regular employees. If a regular employee works 48 hours, 
it prevents and makes unnecessary the time of a casual oiler 
to replace him. So that the two are interwoven. What one 
does affects the amount of time that another employee 
spends on the job. 

Q. Well, in taking your $7,511, you must have taken all 
those things into consideration, didn’t you? 

A. Well, the $7,511 reflects all prevailing conditions as 
they actually existed, and automatically takes everything 
[1904] into consideration. That is the reason I used the 
overall figure, and was only interested in the overall figure 
for this purpose. 

Q. Are you not interested in how much change came 
about by reason of the change from the 40-hour to the 48-hour 
week ? 

A. That was one of the things I was interested in, along 
with everything else. 
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Q. Well, now, what Mr. Shuttleworth did, in his adjust¬ 
ment for the year 1943, with respect to the regular payroll, 
was to make an adjustment reflecting only that change fjrom 
40 to 48 hours—wasn’t that what he was seeking to do? 

A. Well, I suppose that is what he was seeking to do. 
Of course, if that is all he was seeking to do, I don’t kliow 
of what importance his study would be, because he said in 
one place that he was seeking to reflect so-called prevailing 
conditions. 

Q. The particular thing I am discussing now is the item 
reflecting the overtime, that is, do you recall that overtime 
—that is, from 40 to 48 hours—went into effect May 1 ? 

A. That is right. 

Q. What Mr. Shuttleworth was doing with respect to tjhat 
change was to move back that May 1 date to January 1, 
wasn’t it, in his adjustment—that is, that is what he Was 
attempting to do? 

A. Well, he was trying to reflect that in the first four 
[1905] months of 1943- 

Q. (Interposing:) That is right. 

A. (Continuing:) —by trended figures which he de¬ 
veloped. 

Q. That is my understanding. That is, whereas the 48- 
hour week actually went into effect May 1, he was assuming 
that it had gone into effect January 1, and was simply trend¬ 
ing the first four months to show, in his judgment, what 
the effect of that 48-hour week would have been. 

A. I think that was his purpose. He stated that he Was 
trying to reflect prevailing conditions in field payrolls. 
Those were his exact words, I believe. 

Q. Since the only overtime that is involved—caused by 
the change from 40 to 48-hour week—is in the regular pay¬ 
roll, if you had the regular field payroll figures for the 
year 1944, that is, the first four months, and would ccjin- 
pare them with the regular field payroll for the first four 
months of 1943, that certainly would show what increajse, 
if any, took place, first in the regular field payroll. Tlnfere 
is no disagreement about that, is there? 

A. But I don’t think the figure would be very reliable, 
because these casual employees are interchangeable wfth 
the regular employees, and you might be misled by sucli a 
comparison. 

Q. What do you mean by saying they are interchangeable 
—what effect does that have on the payroll? 
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[1906] A. Obviously, tbe effect of increasing a man from 
40 hours a week to 48 hours a week reduces the number of 
men necessary. That is the reason that change was insti¬ 
tuted by the War Labor Board, that was the whole purpose 
of the change. So the number of men on the payrolls 
and the total hours paid to them is very important in con¬ 
sidering the effect of a change from a 40-hour week to a 
48-hour week. 

Now, inasmuch as the casual employees are used to relieve 
regular employees, if you have the regular employees work¬ 
ing more hours a week, you require less casual employees to 
relieve them. So the number of casual employees is of con¬ 
siderable importance in any study as to the amount of pay¬ 
roll time of regular employees. 

Q. Did you find out how many casual employees there 
were in the first four months of 1944 as compared to the 
first four months of 1943? 

• A. I got the entire answer by taking the total payroll. 
That gave me the exact comparison that I was seeking. 

Q. That is, the comparison you were seeking was to find 
how much the total field payroll in the first four months of 
1944 exceeded the total field payroll in the first four months 
of 1943—that is what you were seeking? 

A. Yes, because the 1944 figures reflected the overtime 
adjustment in full, and the 1943 figures didn’t reflect it at all. 
[1907] Q. Now we know what you were seeking. I am ask¬ 
ing you to answer some questions that I am seeking an¬ 
swers to. 

These casual employees that you say are no longer needed, 
1 have read to you already that Mr. Shuttleworth said there 
were 67 less. Do you recall that earlier today I read that, 
that he said, on page 1093, that there were 67 less casual 
employees in the first four months of 1944 than in the first 
four months of 1943 ? 

A. I see the figure on transcript page 1093. 

Q. Well, you have no information contrary to that? 

A. I know that Mr. Shuttleworth used a method of count¬ 
ing as an employee a man when he was on the payroll one 
hour, or one day, or for a full month. 

Q. Well, I say: You have no information contrary to 
that, to this figure of 67 ? 

; A. Just what I stated. 

Q. How many do you say were on the payroll for the 
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first four months of 1944 less than there were for th^ first 
four months of 1943? 

A. I didn’t say. 

Q. You don’t know, is that right? 

A. I said when he used the figure of 67, I consider that 
in light of the fact that Mr. Shuttleworth counts as an em¬ 
ployee a man whether he works one hour, one day or a full 
month. 

[1908] Q. I heard what you said. Now, do you have any 
different figure to use? 

A. I used the exact number of men that were on the pay¬ 
roll. 

Q. I beg your pardon? 

A. The number of men that were on the payroll. Exhibit 
62 reflects precisely the number of men, and the amount of 
money that was paid to them, for the four months’ period. 

Q. Are you talking about casual labor ? 

A. It reflects both casuals and the regular employees. 

Q. All I am asking you is: Do you know the number of 
casuals on the payroll for those two periods? 

A. No. 

Mr. Littman: It is shown on Exhibit 40, is it notij 

Mr. Dougherty: No, there it shows one figure foi^ 1942 
and one for 1944. 

By Mr. Dougherty: 

Q. What I am trying to find out, Mr. Dunn, is: You have 
no figure as to the number of casual employees that were 
taken off the payroll in 1944, the first four months, as against 
the first four months of 1943, do you? 

A. No, I don’t have that figure. 

Trial Examiner: Mr. Shuttleworth didn’t reduce tljiat to 
man hours, did he? 

Mr. Dougherty: No. 

[1909] Mr. Littman: Mr. Shuttleworth didn’t know, ^ither. 

The Witness: For instance, there might be- 

Mr. Dougherty (Interposing): Am I going to be permitted 
to conduct this cross-examination, or are we just going to 
have a round-table discussion? Let’s get this straight. 

Trial Examiner: Go ahead. 
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By Mr. Dougherty: 

Q. Now, you say the thing you were seeking was to find 
out how much more, if any, the total field payroll was for 
the four months’ period in 1944 as compared with 1943; 
is that correct? 

A. Yes, sir. 

Q. Now then, do you know whether or not, when these 
men worked the 48 hours instead of the 40 hours, those who 
are the regular employees, that their time will show on the 
regular field employee payroll? 

A. Well, I haven’t made a detailed examination of pay¬ 
rolls, but I presume that it would, if they are kept in accord¬ 
ance with what Mr. Shuttleworth said. 

Q. So if we took the figures which you have shown on 
Exhibit 62 as the total field payroll, and if your men made 
a study of that field payroll, that could be divided between 
the payroll for the regular field employees for the two 
periods, and also how much of it represents the payroll 
for the casual field employees for the two periods, couldn’t 
it? 

[1910] A. Yes, that could be done. I believe we had those 
figures for 1943 in Mr. Shuttleworth’s working papers. 

Q. Do you now have any notes as to what those two fig¬ 
ures were? 

A. No, I don’t have that with me, but I recall that about 
55 percent of the payroll was regular and about 45 percent 
was casual. 

Q. Let me give you these figures, and see whether they 
seem reasonable. 

Your total field payroll for the 1943 period was $202,181, 
and the casual part of that, that is, the part of it that is 
the casual payroll, was $88,613, and the regulars would he 
$113,568. 

A. Did you ask me if that seemed reasonable ? 

Q. Yes. 

A. That does seem reasonable, yes. 

Q. If that casual payroll for the 1943 period was de¬ 
creased in 1944 by $25,581, what would that give us for the 
casual payroll for the 1944 period? 

A. $63,032. 

Q. Now, if you assume that that is the casual field pay¬ 
roll for the 1944 period, and if we deduct that from the 
$209,692 which your Exhibit 62 shows as the total field pay- 


roll for 1944, what would that leave as the regular field 
payroll for the 1944 period? 

[1911] A. $146,660. 

Q. If, Mr. Dunn, we assume that that was the regular 
field payroll for the 1944 period, and that the $113,568 was 
the regular field payroll for the 1943 period, what wou|d be 
the increase in the regular field payroll, based on those 
figures ? 

A. $33,092. 

Q. To check that against the $7,511, which was the over¬ 
all increase, if we subtract from the $33,092 the figure I 
read to you from page 1093 of the transcript, that is, $25,- 
581, that gives you your $7,511, doesn’t it? 

A. That is the overall figure. 

Q. So, as I say, while you don’t have those figures of 
the breakdown between the casual and the regular pay¬ 
roll, the figures I have given you are taken from the! rec¬ 
ords, and those percentages between casual and regular 
check out, as you say, pretty closely? 

A. Yes. I believe you said if you compared the $3$,092 
with the $7,511—I don’t believe those figures are exactly 
comparable. 

Q. Well, the figure I have given you now, the $33,092, 
would be the increase that took place in the regular field 
payroll in the 1944 period over the 1943 period, for all 
reasons; whatever reasons affected the change in the regu¬ 
lar payroll would be there, wouldn’t they, Mr. Dunn? 

[1912] A. Yes, but those things that affected the regular 
payroll also affected the casual payroll, so that is the reason 
the two figures are not comparable, that is, the $7,511 and 
the $33,092—they are not strictly comparable. 

Q. If a man works 48 hours a week instead of 40, he gets 
more money, doesn’t he? 

A. That is correct. 

Q. And as to that man who works the 48 hours, sinc£ his 
money goes into the regular payroll, the effect of him 
working that additional time will be reflected tljiere, 
won’t it ? 

A. Yes, I would say some additional costs would be re¬ 
flected in the regular payroll, and some reduced costs in 
the casual payroll, by reason of that 48-hour week. 

Q. That is, a man who used to be a swing man, say,-^-he 
used to work the 8 hours of the 48 which a regular m4n is 


now working, and now he wouldn’t work those same 8 
hours, would he? 

A. That is, the regular man would be working those 8 
hours, and the relief man wouldn’t have to do that, or the 
casual employee. 

Q. With respect to the casual employees, whatever, in 
addition to that fact, caused any change in the number, 
would be reflected in this decrease of the casual pavroll of 
$25,581 ? 

[1913] A. That is correct. 

Q. So what you have done, as you say, your point is that 
taking into account all of the changes, there is a net in¬ 
crease of $7,511? 

A. Yes. 

Q. But you don’t quarrel with the breakdown of my fig¬ 
ures, so far as being figures? 

A. No, I don’t quarrel with that. 

Q. Your difference with me would be as to the meaning 
of those figures as compared to the meaning of your fig¬ 
ures? 

A. Well, I don’t believe I would even quarrel with you 
on that, I believe the meaning of them is perfectly plain. 

Q. I might quarrel with you on it. 

Now, so far as the overtime is concerned, however, you 
will agree, will you not, that the result of going to a 48- 
hour week has been to increase the regular payroll in these 
two periods by the amount indicated? 

A. Accepting those figures as being the actual figures 
from the books, I do accept them. 

Q. With respect to the increase resulting from the higher 
:wage paid to the casuals, the figure you used from Exhibit 
40 as being the number of employees who got this increase 
was the figure of 24, shown under the period July 1, 1942, 
to April 30, 1943—is that correct? 

A. Yes, that appears under the caption, “Casual Labor- 
[1914] ers—White”. 

Q. You will note that at the bottom of the sheet there was 
an increase in Colored Laborers that you didn’t bring into 
♦your computation—it is not many, there are only six of 
: them. 

A. No, I did not bring them in. There are, as you say, 
! only 6, and that number dropped to four in 1944. 
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Q. During the 1944 period, the first four months, as [yet 
there had not been any results of this increase in d^ilv 
wages because the increase had not yet been made? 

A. You said, referring to the first four months? 

Q. Yes. 

A. That is correct. 

i 

Q. What Mr. Shuttlewortli, in his computation, attempted 
to do was to reflect, for the whole year of 1943, what in¬ 
crease in casual payroll would result had this increased 
wage rate been in effect for the whole year of 1943—is |not 
that your understanding? 

A. Yes. He attempted to reflect prevailing conditions, 
and this is one of the items of which he took note, one of 
the so-called prevailing conditions. 

Q. That particular item, in his computation, was com¬ 
puted too highly, was it not, because he included more pas- 
ual employees than actually got this increase? 

A. Yes. On Mr. Shuttleworth’s cross-examination, for 
[1915] instance, he applied this increase to guards, for ex¬ 
ample, who he shows got no increase. 

Q. That is right. 

Mr. Littman: To whom? 

The Witness: Guards. 


By Mr. Dougherty: 

Q. That is, as to the 41 guards in this period that wbuld 
be used if we used the same period from which you t|ook 
your figure of 24, he in his computation reflected increases 
to those 41 where, as a matter of fact, thev didn’t get ^ny? 

A. Yes. 

Q. So he was wrong there—that is, I agree with yoiji on 
that—but that is your understanding? 

A. That is right. 

Q. Now, the casual oilers got no increase, and there \tere 
only the 24 white and the 6 colored that got increases ? | 

A. That is right. There was a very slight increasfe in 
the St. Louis Division Laborers, but Mr. Shuttleworth ^aid 
that they were on construction work mostly, anyway. 


Mr. Littman: You mean that would go to the 
Account? 

The Witness: Yes, not Operating Expenses. 



I 
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By Mr. Dougherty: 

Q. Well, if you added in the colored casuals, that would 
increase your allowance by about 25 percent, that is, your 
[1916] allowance of $5,184? 

Mr. Littman: Will you read that question? 

(The question -was read by the reporter.) 

By Mr. Dougherty: 

Q. It isn’t a great item, Mr. Dunn? 

A. It would increase it. I didn’t figure out the per¬ 
cent. 

Q. If you had 24 whites and 6 colored, I just figured 
that 6 was a fourth of 24. 

Mr. Littman: I get $249. 

The Witness: It might be a little bit more than 25 per¬ 
cent there, because the increase on colored was a greater 
percentage. 

By Mr. Dougherty : 

Q. Are you familiar with the fact that subsequent to this 
June 15 date, this committee—I think it is called the Fair 
Labor Standards Committee or Fair Labor Employment 
Standards Committee—required the Mississippi River Fuel 
Corporation to equalize the pay of the -white and colored 
laborers so that the colored laborers now get $5.20, the same 
as the whites? 

A. No, I made no investigation subsequent to June 15. 
I wasn’t in the company’s offices. 

Q. In any event, if that were so, then, of course, the per¬ 
centage of increase, or the rates per day of increase for 
[1917] those 6, would be more than 72 cents, which was the 
increase per day for the white casual laborers, would it 
not? 

A. The increase would be $2.00 a day, from $3.20 a day 
to $5.20 a day, which is exactly $2.00. 

Q. But that would add to your $5,184, maybe a couple of 
thousand dollars, or whatever the figures would show? 

A. That would add something, yes. 

Q. And, of course, in view of the total dollars involved 
in this rate case, that isn’t an item that would affect the 
result materially, is it, Mr. Dunn ? 
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A. No, I don’t see how it could possibly affect it very 
much. 

Another thing that I consider here is that this is a rough 
calculation, because this number of white employees, 24, 
just happens to be the number of employees that wpre on 
the payroll rather than the exact man hours or man days. 

Q. Well, following the same rough procedure thait you 
did follow in using the 24 would likewise cause you ;o use 
the 6, wouldn’t it? 

A. Well, it would- 

Q. (Interposing) That w r ould make it roughei-, dp you 
think? 

A. Yes, it would tend to cause me to not use the 6, 

because it would be seldom that a man worked everrv dav 

r * 

of every month if he was on a casual payroll. 

[1918] Q. At any rate, these things can not be estimated 
with exactness down to the dollar, or even to the hujndred 
dollars, can they? 

A. I would see no point in trying to do it. 

Q. Well, at any rate, if you took my figure of the differ¬ 
ence between the regular field payroll, which was $$3,092, 
and added to that the $5,184, as I figure that it would be 
$38,276; is that correct? 

A. I believe that is correct. 

Q. Now, is not the manner in which you made tlii^ com¬ 
putation, that is, by taking the first four months of 1944 
and comparing those with the first four months of I 1943, 
simply another way of taking a 12 months’ period! com¬ 
mencing May 1, 1943, and ending April 30, 1944, and j using 
that as a guide to 1943? 

A. Well, it is not a guide to 1943, exactly. It woijild be 
an estimate of what the labor, field labor, cost would have 
been for a full year had the 48-hour overtime week bjeeu in 
effect for a full year. 

Q. Well, it is an exact reflection of the last four months 
of the 12 months’ period starting Mav 1, 1943, isn’t it? 

A. Yes. 

Q. And since, for the 8 months of 1943, commencing 
May 1, the actual results of overtime are found }n the 
[1919] payrolls, the two when added together givp that 
12 months’ period, do they not? 

A. That is right. 

Q. That is what they do? 

51—9181 
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A. That is the 12 months’ period reflecting a 48-hour 
week during the entire 12 months. 

Q. Now, if we are to use the first four months of 1944 as 
a guide or as an adjustment to the first four months of 
1943, would it not be necessary that all of the conditions 
existing in 1944 be the same as those conditions were, or 
similar conditions were, in 1943? 

A. I don’t know exactly w’hat you mean. If you want 
to reflect the latest prevailing conditions, w’e would just 
take the year 1944 and use it. That would reflect everv- 

w 0 

thing that happened in 1944. 

Q. Well, let me tell you what I am speaking about, which 
is this,—that if we are trying to reconstruct the year 1943, 
and having in mind that for the last 8 months we do have 
the results of this overtime reflected in the actual payroll, 
if we wanted to ^ee what would have taken place had that 
overtime rate gone into effect January 1, 1943, we could 
make a payroll study of those first four months and come 
out with a pretty close answer, couldn’t we, Mr. Dunn, 
if we had the time? 

A. You would just re-price the payroll. Of course, that 
wouldn’t reflect, necessarily, the prevailing conditions, 
[1920] because it would just give effect to one factor, 
namely, the increase to time and a half for the 8 hours. 

Q. If what I want to find out is the effect of this change 
in the hourly rate, then if I do go back and re-price the 
payroll, that would give me that result, certainly, and show 
the effect of that particular change, wouldn’t it, Mr. Dunn? 

A. Of course, you might have some trouble re-pricing the 
payroll, if a man only worked 40 hours, trying to put him 
on a 48-hour basis. Even that would be a little bit com¬ 
plicated, it is not quite so simple. 

Q. Instead of doing that, that is, instead of going back 
and making that detailed study, however difficult it may 
be, or however simple it may be, if, instead of that, we 
simply take the 1944 period, that is, the first four months, 
we of course get a reflection of what other changes mav have 
taken place, do we not? 

A. Yes. 

Q. So that the reflection that shows up in the first four 
months of 1944, it might be that more business is done 
than in 1943, or it might be that less business is done, or 
there might be a varietv of things? 
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A. Those are what would be called prevailing conditions, 
1 presume. 

Q. Those would be prevailing in the first four mjonths? 
[1921] A. Yes. 

Q. I am not quarreling with you on that. I am trying 
to find out, though, that if what we want to do is reflpct the 
results from the 48-hour week, and try to put tho^>e into 
1943, just as though that 48-hour week had gone intcj effect 
January 1, then when we take the first four months’ period 
of 1944 as a guide, you might say, we are reflecting mope than 
that single factor of the increase in the hours peri week? 

A. The answer is yes, and I attempted to make that 
clear in my direct when I said that it reflected the 4p-hour 
week and all other conditions which prevailed. 

Q. That is why I say that a study or a comparison such 
as you have made, which brings in the first four months 
of 1944, in effect simply shows what the payrolls wepe for, 
say, the last 12 available months, May 1, 1943 to April 30, 
1944? 

A. That is right, those 12 months being on a comparable 
overtime basis, that is, the 48-hour week. 

Q. Then if what you are working for is the last figures, 
that is, the last period that we could get, we might! start 
with July 1, 1943, and take 12 months, so far as this| over¬ 
time situation is concerned, and that would give us 4 later 
period than the one that ends April 30? 

A. Of course, I don’t believe that would be qu^te as 
good a test, because what happened was that you |didn’t 
have the 48-hour week for the first four months of! 1943. 
[1922] Taking the first four months of 1944, they | more 
directly relate to the period that we are interested in, and 
to the conditions which Mr. Shuttle worth was trvijng to 
reflect. Taking July to July would give us an entirely 
different comparative period, and I don’t know that that 
would add anything. 

Q. It would give you the latest period showing the 
latest prevailing conditions, of course? 

A. That is, if you took all revenues, expenses, jijst 12 
months’ operations would give you that, yes. 

Q. As a matter of fact, Mr. Dunn, if you wanted to 
reflect prevailing conditions using that term in its brqadest 
sense, and you had available the full 12 months of 194^, you 
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would just take those, wouldn’t you, as the latest prevailing 
conditions ? 

A. That is right. 

Q. That is, if you take that term “prevailing conditions” 
in its broadest sense, you mean sales, purchases, weather 
conditions, everything that you have got? 

A. That is right. 

Q. However, what I am trying to do is find out only one 
thing, and that is the effect of a particular time adjustment 
in a certain period; and when we take these first four months 
of 1944 as a guide, w T e are not limiting our study to the 
single thing I have just mentioned? 

A. No, I didn’t intend to limit it to that, 
f 1923] Q. I understand what you did, but I merely want to 
point out that when you use your first four months of 1944, 
you do reflect conditions and circumstances other than the 
increase of labor hours from 40 to 48? 

A. That, I think, is undoubtedly true. 

Mr. Dougherty: Do you want to have re-direct now? 

Mr. Littman: I believe it might be well to have the re¬ 
direct on this subject at this point, before you go to an¬ 
other subject. 

Redirect examination. 

By Mr. Littman: 

Q. Mr. Dunn, assuming that it were physically possible 
to limit your studv to the single thing that Mr. Dougliertv 
was talking about, namely, the increase in the labor cost in 
1943, by projecting the increase in the 1944 labor costs 
back to the first four months of 1943, and not reflecting any 
oilier conditions, such as the fact that the laborers worked 
fewer hours since the overtime provisions were put into 
effect—assuming that it were possible to get such a pre¬ 
cisely mathematically accurate figure, would it be fair to 
the ratepayer to use it in such manner as Mr. Dougherty 
suggested, by adding it to the 1943 figures? 

A. Well, I don’t think it would be fair to the ratepayer, 
and I don’t even think that meets the test of Mr. Shuttle- 
worth’s exhibit, because he stated that he was trying to 
11924] reflect prevailing conditions; and the only reason 
I made this was to check the answer that Mr. Shuttleworth 
got. 


Q. Lot me see if I understand you. The increase in the 
week from 40 hours to 48 hours was designed for tlie pur¬ 
pose of using fewer men and getting more hours per man, 
thereby releasing certain men for other work, is that your 
understanding? 

A. Yes, conservation of manpower in a critical labor 
area. 

Q. Now, if you were to apply the method tli^t Mr. 
Dougherty suggests, would you reflect the reduction! in the 
number of employees by reason of having put into effect 
the overtime pay? 

A. You would not. 

Q. And would it be fair, in your judgment, to charge the 
ratepayer both with the overtime pay and also thd same 
number of employees that were working before th^ over¬ 
time pay provision went into effect? 

A. I don’t think so. What you would be doing, in| effect, 
would be charging the ratepayer with 8 hours a week, for 
each employee, that he didn’t work, at time and a hhlf. 

Q. Was that precisely what Mr. Shuttleworth was at¬ 
tempting to do in his calculation, namely, to limit himself 
to the increase in pay, ignoring entirely the number jof em¬ 
ployees situation? 

[1925] Mr. Dougherty: I object to that, as to him testify¬ 
ing what Mr. Shuttleworth attempted. Whatever ijt is, it 
appears from the record. 

Trial Examiner: Objection sustained. 

Bv Mr. Littman: 

Q. Let me put it this way: Does Mr. Shuttleworth4 com¬ 
putation reflect anything for the reduced number of em¬ 
ployees resulting by reason of putting into effect the 48- 
hour week, instead of the 40-hour week? 

A. No. As Mr. Shuttleworth made his computation, lie 
applied his trended ratios to the actual payroll showing all 
employees and all amounts earned in 1943, so there is no 
change made in the number of hours they worked <j>r any 
other change made, except to increase the payroll bjy rea¬ 
son of time and a half. That is what he did. What he 
testified to was that he was trying to reflect prevailing 
conditions. 
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Q. Well, is the effect of that procedure to put the in¬ 
crease in pay in the pockets of the company instead of in 
the pockets of its employees? 

Mr. Dougherty: I object to that, it is purely speculative, 
I believe. 

Trial Examiner: As a matter of fact, a good many other 
things would have to be taken into consideration in arriv¬ 
ing at that conclusion, wouldn’t they? I don’t see how 
the witness can answer. If he can, he can go ahead. The 
[1926] objection is overruled. 

Mr. Littman: I will withdraw the question. 

Mr. Dougherty: Might I say, I hope you are right, Mr. 
Littman. 

Mr. Littman: I know that is what you are trying to accom¬ 
plish through your Witness Shuttleworth. I think it is 
quite obvious on the record. 

Mr. Dougherty: If you can get an order to that effect from 
the Commission, I would be very appreciative. 

By Mr. Littman: 

Q. In Mr. Dougherty’s cross-examination, he referred 
to the 24 white casual laborers that you used for purposes 
of your computation. Now, is that a maximum figure or 
a minimum figure? 

A. Well, under the method that Mr. Shuttleworth de¬ 
scribed as the way in which he arrived at the figures in this 
exhibit, they are maximum figures, because lie counts an 
employee whenever he appears on the payroll, whether he 
worked one hour, one day, or a full month. 

Q. In other words, if a casual employee came on and 
worked one day, and then quit or was fired and never came 
back to work for the company, he is included in this figure 
of 24 white laborers, isn’t he, as one of the white laborers? 

A. So I understand. 

Q. That was Mr. Shuttleworth’s testimonv? 

[1927] A. Yes. 

Q. And in your computation, you have assumed, for pur¬ 
poses of getting a maximum figure, have you not, that the 
24 employees were employed throughout the entire period ? 

A. Yes, I have. 

Q. Now, assuming that the colored employees—how many 
were there, do you say, in 1944, four? 

A. Four, as shown on Exhibit 40. 
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Q. Assuming that they had received the $2.00 pei: day 
increase in pay, which is not even supported by this rec¬ 
ord, but taking it as the maximum figure, and multiplying 
that times 120 days, which is the four months, would give 
you $240 per man, wouldn’t it, for the four-month pelriod? 

A. That w’ould be assuming that they worked on Sun¬ 
days and holidays, yes. 

Q. Well, let’s assume that, to get a maximum figuite. 

A. All right. 

Q. Let’s assume that the four were full-time employees, 
which is a pretty violent assumption, isn’t it? 

A. Yes. 

Q. And multiplying that times four gives you how much 
as the maximum ultimate that could be gotten, eve^i the 
way Mr. Dougherty computes such matters? It would! give 
you how many dollars? 

A. Multiplying it by 4, it would give you $960 during 
[1928] the four-months period. 

Q. And you couldn’t get any more of an increas^ for 
that class of employees, no matter how hard you tried and 
how hard you calculated, could you? 

A. Well, I have calculated there on a full vear’s basis, 
to be strictly comparable with my other calculation of 
casual employees; I put it on a 12 months’ basis instead 
of a four months’ basis. 

Q. But that would be the amount on the assumption! that 
I have used, for the four months? 

A. That is right. 

Mr. Littman: That is all at this time for this witness. 

Mr. Examiner, I have an appointment that I must keep, 
and I would like to ask a recess for about 15 minute}*. 

Trial Examiner: The hearing is recessed to reconvene at 
11:00 o’clock. 

(Whereupon, at 10:40 o’clock a.m., a recess was taken 
until 11:00 o’clock a.m., of the same day, at which time the 
hearing was resumed as follows:) 

Trial Examiner: Please come to order. 

I 

Cross-examination (resumed). 

By Mr. Dougherty: 

Q. Mr. Dunn, all of your comments about what Mr. 
Rhuttleworth testified to, and what he said, and so forth, 
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represent your understanding, your interpretation, of what 
[1929] he said and what he testified to? 

A. That is right, from an examination of the record and 
liis working papers and his Exhibit 14. 

.! Q. Of course, what he said and what he explained, and 
liow he did it, is all in the record. We can find in the rec¬ 
ord what he said he did? 

A. Yes, certainly. 

Q. Do you remember—and I am not clear in my own recol¬ 
lection—that in discussing Exhibit 40, he said that he 
Had prepared that but had not used it in his computation? 

A. Well, if lie said that, he certainly misled us, be¬ 
cause that was his working papers that we used to check 
his computations, that was what he furnished us, his work¬ 
ing papers. 

Q. When I said he didn’t use it in his computation, I 
am speaking now of his computation of the percentages 
hack. Do you understand what I mean? 

A. Yes. 

Q. When you say he misled you- 

Mr. Littman (Interposing): Do you mean yes, you under¬ 
stand what he means? 

The Witness: That is right, and I don’t think Mr. Dough¬ 
erty meant it exactly as I understood his question. When 
he developed his casual payroll trends, as I recall, he used 
some of the data from Exhibit 40. 

[19.'»0] By Mr. Dougherty: 

Q. He used the increases in dollars. 

A. In rates, yes. 

Q. lie had to use that? 

A. Yes. 

Q. Well, with respect to the number of men shown on 
there, whatever he did with that would be shown by his 
testimony, would it not, when Mr. Littman very thoroughly 
and exhaustively cross-examined him? 

A. Yes, he applied that trend that he developed from 
this day rate to the total casual payroll. He corrected it 
bv‘ some adjustments, and applied it to the total payroll 
charged to Operating Expenses. 

Q. Now, these items are very small, but in your approach 
to Mr. Littman’s allowance for the colored laborers, I note 



you used the figure 4, which is the 1944 figure, and the dum¬ 
ber stated for white casuals there for 1944 is how man^? 

A. Mr. Littman used the figure, I made the computation, 
and the number is four for 1944 or 6 for 1943. 

Now, if I was making a computation the same as I did 
on the white casuals, I would have used 6, to use the |amc 
comparable figure. 

Q. All right. I knew you were much more liberal jthan 
Mr. Littman. 

Mr. Dunn, do I understand that the $380,018 which you 
[1931] show in Exhibit 63 as Tax at 40%, is the amount of 
tax allowance that you would recommend be included in 
the cost allocation studies for 1943, instead of the $366,- 
403 that Mr. Blease had computed? 

Mr. Littman: I object. This witness is not testifying 
on what should or should not go into a cost allocation study. 

Mr. Dougherty: I just asked him- 

Mr. Littman (Interposing): That is just exactly |wlmt 
you asked him, and that is exactly what he has not testified 
to. He testified that $380,018 is the total overall indicated 
tax, assuming that the company’s overall earnings were 
reduced! to a return of percent. 

Trial Examiner: Read the question. 

(The question was read by the reporter.) 

Trial Examiner: The objection is overruled. Answer 
the question. 

The Witness: Well, the figures are so nearlv the same 
that I don’t think it would make any substantial difference 
in the final answer. I think that $380,018 is a little jmorc 
precise figure than the $366,000 figure. 

Bv Mr. Dougherty: 

Q. I notice in your answer to one of the questions, Ivhcre 
Mr. Littman was asking about the effect of the adjustment 
of $105,108 involving cost of gas, you answered: 


“This adjustment does not increase the final tax figure 
[1932] because if the adjustment had not been made iji cost 
of gas purchased, the tax allowance would be the same as 
by reducing the cost of gas purchased and increasing tax¬ 
able net income.” 
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Now, wheu you say the “tax allowance” in that answer, 
are you referring to the $380,018? 

A. Yes, I meant by that that if, in Operating Expenses, 
we left them as the company actually paid them, and left the 
tax returns, the $380,018 would be the same as if we took 
the $105,000 out of Operating Expenses and then added to 
the tax return by reason of the reduced operating expenses. 

Q. When you used the term “tax allowance,’’ that meant 
allowance when ? 

A. That meant the amount that I have computed, asso¬ 
ciated with 6M> percent on a net investment rate base. 

Q. And that would be the tax allowed to the company 
in connection with this return of 6 V 2 percent on the rate base ? 

A. That $380,018, of course, was a preliminary figure 
before any allocation is made. If the Commission reduced 
the return to a 6M> percent return on net investment, that 
would be the amount of taxes that I would recommend that 
the Commission allow in connection with a return of $891,- 
320. 

Q. And that compares with the tax allowance that Mr. 
Blease figured, of $366,403? 

A. That is correct. 

[1933] Q. Is this computation one that would reflect the 
taxes that would be paid by Mississippi if, for the year 1943, 
its gross revenues had been decreased by this amount of 
$1,997,133, and all other figures of deductions and costs 
and expenses remained the same? 

A. I believe that is substantiallv correct. I have re- 
fleeted certain adjustments in taxable net income per 1943 
tax return for this $26,572, but referring to Table 5 of Ex¬ 
hibit 63, the taxable net income is shown as $2,947,177. Now, 
that is somewhat above the actual taxable net income by 
reason of adjustments, as I have explained. 

Then if you reduce it $1,997,133, you have left $950,044; 
and ; 40 per cent times that is $380,018. So that is exactly 
what they would pay for the year 1943, if the adjustments 
that I refer to were made and the rates were reduced bv 
$1,997,133. 

Q. Well, that was my understanding, too. 

Now, that assumes, of course, that the various items 
entering into that tax return for the year 1943 would re¬ 
main the same except as you have adjusted them? 


811 

A. Yes. I have used the net income per tax retunji, and 
made no adjustments other than the ones I have men¬ 
tioned. 

Q. Whether or not this same tax would be the amount 
that would be computed on some future year, none j of us 
can now determine, can we? 

A. Well, we can determine to a certain extent the basis 
[1934] of the tax for a future year, because we kno\V r that 
the company has certain property, what it cost; we know 
what the depreciation rate is, applied to it; we knoW the 
basis upon which tax returns are settled; we know what 
their excess profits are; we know lots of things about taxes 
for future years. But we don’t know the precise amojint of 
taxes, because there are certain things we don’t know, 
either. 

Q. That is, there are certain variables in every yea|r that 
will have their influence on what the taxes will be fo|r that 
year? 

A. That is correct. 

Q. In actual operation? 

A. Yes, the cost of gas purchased may change, and that 
will, of course, change the taxes. 

Q. Or, as we have heard a number of times, if there are 
changes in the volume of gas, then the actual tax computed 
for that year might be different? 

A. It would almost certainly be different. 

Q. So that what you do here is to go back to the actual 
year 1943, and take the actual tax return of the coippany, 
and make adjustments that reflect principally the change in 
income of the company that would result if its gross were 
less by the amount of $1,997,133? 

A. That is correct. 

Q. When you start out with the taxable net income as per 
[ 1935] tax return, you make two adjustments. The firs t that 
results is because this United Gas Pipe Line price fc^r gas 
sold to Mississippi was reduced in the early part of j 1943, 
and that $105,108 is the lesser amount that Mississippi 
would have paid during the period of 1943 before thh rate 
reduction went into effect, isn’t it? 

A. That is right, had the rate reduction been in effect. 

Q. Now, Mr. Blease gave consideration to that \n his 
exhibit by, in effect, not including it in the incomje tax 
computation, did he not, so that the result is the same as 
the result obtained by your treatment of it here? 


i 
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A. That is right. 

Q. This non-recurring payment to The Laclede Gas Light 
Company and The St. Louis County Gas Company, you have 
treated differently than Mr. Blease treated it? 

A. For tax purposes, yes. 

Q. For tax purposes? 

A. Yes. 

Q. Do you recall why that item was disallowed as a 
proper operating expense chargeable against the ratepay¬ 
ers? 

A. Well, your statement is a little bit inaccurate, be¬ 
cause it wasn’t disallowed as a proper item of operating 
expense chargeable against the ratepayers, it was dis¬ 
allowed because it was a non-recurring charge that wouldn’t 
occur again. It is a charge that has been recouped from 
[19361 the ratepayers once, will not recur, and we elim¬ 
inated it for the reason that we eliminate any non-recur¬ 
ring item, as an abnormal item. 

Q. So far as the year 1943 is concerned, if you were fixing 
rates for that year, you would think that that would be a 
proper item to be included? 

Mr. Littman: Just a minute. I object to that. That is 
a legal matter, a matter for legal argument in briefs. I 
think we ought to leave some of these matters to the lawyers 
in this case. I certainly propose to contend that it is an 
improper item, because the company was under no legal 
obligation to pay it; it was simply a gift that they made 
to these companies, aside from the fact that it is a non¬ 
recurring expense. I think it calls for a legal conclusion 
here on the part of this witness. I think this question is 
objectionable as to whether or not it should be included 
in 1943, if the Commission were fixing rates for 1943, which 
it is not. 

Mr. Dougherty: I don’t know the line of demarcation, 
Mr. Examiner, between what this witness savs thev allow 
in Operating Expenses and do not allow in Operating Ex¬ 
penses, unless I can find out. These are the fellows that 
put the figures in or take them out, not Mr. Littman or me. 
It is the accountants, the examiners, that do that. I am 
trying to find out the rationale of his treatment. 

Now, if my question is wrong, I am willing to ask another 
question, but he has said that it was not disallowed as an 
[1937] Operating Expense because it was not a proper 
charge against the ratepayers. 


Bv Mr. Dougherty: 

Q. That was not the reason that they took it out, [isn’t 
that correct? 

A. The primary reason, at least, and the controlling 
reason—there may be minor reasons, argumentative jto a 
certain extent—but there is one controlling reason that we 
took it out, and that is because it is an abnormal charge 
in the year 1943, not expected to occur again. Now, that 
reason was controlling enough to make the adjustment 

Q. Well, if you take it out of Operating Expensesj for 
the year 1943, and then if you use 1943 Operating Expenses 
as a test, in connection with any recommendations f^s to 
future rates or reductions, of course, it isn’t in there, is 
it; that is perfectly apparent? 

A. Well, what happens is, and I think it is perfectly 
simple, that in the year 1943 you got the money backj If 
you earned a fair rate of return, you certainly recovered 
vour money. If vou left it in, vou would certainly recover 
it in the future many, many times. 

We take it out because you have got it once, and we don’t 
want to reflect it in the future when it is not going to happen. 

Q. And we have to take care of other non-recurjring 
[1938] items in the future as they take place—there ijs no 
trick about that, you don’t need to look at Mr. Littmaii for 
advice as to what to sav. 

Mr. Littman: I was looking at you. I couldn’t understand 
the question either. 


Bv Mr. Doughertv: 

Q. You have non-recurring items in almost every yjear, 

do vou not, Mr. Dunn? 

* 

Mr. Littman: Just a minute, before you answer that 
question. 

This witness was submitted to testify on the subjeejt of 
taxes. Now what Mr. Dougherty is doing is reopening the 
entire rate case, starting to ask this witness questions Con¬ 
cerning the validity of certain adjustments that were ntade 
for rate case purposes. 

Now, I didn’t submit him for that purpose. I submitted 
him here as a rebuttal witness with respect to the tax situa¬ 
tion, purely and simply. That, it seems to me, should ljmit 
the scope of this cross-examination. Otherwise, we will be 
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here forever. We have had an argument here on the tax 
matter. Mr. Shuttleworth came up with a different answer 
than Mr. Blease, and we have submitted Mr. Dunn here on 
that specific subject. 

Trial Examiner: As I understand it, this witness here 
didn’t make any such adjustment in arriving at his figures 
[1939] in Exhibit No. 63. Is that not correct? 

Mr. Dougherty: Well, he has an adjustment here. I am 
just trying to find out the reasons for treating it as he did, 
because Mr. Blease did not give it similar treatment. 

Mr. Littman: Mr. Dougherty knows that Mr. Blease 
treated the item, for tax purposes, differently than Mr. 
Dunn treated it for tax purposes. But what Mr. Dougherty 
is now going into is the validity of making the suspension 
in the first place, back in the rate case. 

Mr. Dougherty: Not at all. Anything I ask here, or any 
answer Mr. Dunn gives, I don’t use that as any argument 
on the validity of those as made in the allowance. What 
questions I am asking are in connection w’ith the question 
of this tax treatment. But you can’t just always ask the 
last question, with none others intervening. 

Mr. Littman: You are now talking about other non¬ 
recurring items. 

Trial Examiner: The objection is overruled. Answer 
the question. 

The Witness: Will you read the question? 

(The pending question was read by the reporter.) 

The Witness: The definition of a non-recurring item, or 
an abnormal item, can be very broad, because, for instance, 
in the year 1943 you repaired a pipeline break, and I believe 
Mr. Shuttleworth said you spent $450,000 putting in new 
[1940] pipe lines. We didn’t remove that as an abnormal 
item, but it could be, as a non-recurring item. 

But you have got an allowance in there to cover other 
pipeline breaks which may occur, but this one probably 
won’t occur because it has been strengthened to a degree 
that it is probably safe from now on. 

i 

Bv Mr. Dougliertv: 

Q. All I had in mind was that 1943 is not the onlv vear 
in which an item which you call “abnormal” and “non¬ 
recurring,” of this sort, will ever occur? 
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A. Well, under that definition, I would say that abnormal 
items might occur at any time. 

Q. Why did you give to this $26,572 the treatment! you 
did, which is different from that treatment given it bvj Mr. 
Blease? 

A. Mr. Blease didn’t make the adjustment because he 
didn’t think it was important enough to make it. 

Q. And you do? 

A. Well, I don’t think it is, either; but inasmuch as a 
question was made about it, I made it to settle the question. 

Q. Where is that item treated in Mr. Blease’s Exhibit 
Xo. 3? 

A. On Schedule 10, page 16, of Exhibit No. 3- 

Q. (Interposing:) Now then, is that included in tlijj va¬ 
rious examiners’ adjustments which Mr. Blease refers 
[1941] to, on Schedule 6, down there where he hasj the 
heading, “Examiners’ Adjustments excluding adjustment 
of gas purchased at current contract price”—then it has 
a reference to Schedule 10. 

A. I will have to make a computation to see whether it is 
or not. 

The amount of $26,572 is included in the figure of— j— 

Q. (Interposing:) Mr. Dunn, if it is going to take too 
long, we will just let that go. 

A. I am not sure. I have checked it out, but it is kirjd of 
hard to trace through these figures. 

Q. I thought you had all these figures in Exhibit |3 at 
your finger tips, that is why I asked that. 

A. Well, I have checked them all out, but I don’t have 
them right now. 

Q. Well, in any event, what you do by bringing it in hero 
serves to increase the income tax as computed, over what 
it would be if you had not brought it in? 

A. Yes. 

Q. Now, you mention that after having computed! the 
normal tax at 40 percent, that you didn’t compute any 
excess profits tax; and you say you didn’t do that because 
you could tell—at some place you said that you could tell 
that there would be no excess profits taxes. Do you renjiem- 
ber that? 

A. Yes, I remember that. 

Q. Now, at that point in your computation, how can! you 
[1942] tell that fact? 

A. You can’t at that point. 
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Q. Well, if you can’t at that point, why do you not go 
l ight ahead just as you would if you were making up a tax 
return, and make your computation of excess profits taxes? 

A. Because at that point I want to find out whether they 
are subject to excess profits tax and normal taxes if the 
rates are reduced to a 6M> percent return on net investment. 

Q. You can’t really do that, that is, find out if they will 
be subject to excess profits taxes, until you go through 
the rest of this computation, using your return of $891,320 
in the computation, can you? 

A. No, that is what you want to find out. 

Q. So I say, you have to bring in this return of $891,320 
before vou can determine that vou are not going to have 
excess profits taxes? 

A. Yes, you have got to know what the return is before 
you know that. If the return was 3 times that much, you 
would then know that you would be subject to excess profits 
taxes. 

Q. This is the return, is it, that is computed at 6 1 /-: percent 
on the net investment rate base? 

A. Yes. 

Q. And is that computed by you, or is that a figure that 
you took from Mr. Blease’s exhibit? 

A. I took it from Mr. Blease’s exhibit, and also com- 
[1943] puted it myself. 

Q. Did you, in making that computation, use any MCF 
figures of gas sold? 

A. No, not in making that computation. 

Q. Now, you say you also made a separate computation 
by a different method, to see if regulated business would be 
subject to excess profits taxes on the basis of a rate reduc¬ 
tion of $878,000, and found that it would not. 

What was that separate computation? 

A. I made that bv allocating taxable net income on the 
basis of net operating revenue before income tax, split as 
Mr. French split it in his Exhibit No. 11, then using the rate 
reduction shown in Exhibit 11, and working out a tax figure 
just for that Sales for Resale, and the tax rates in effect 
in 1943, based on the net income allocated to Sales for 
Resale. 

Q. Well, when you say “net income”, are you speaking of 
taxable net income? 

A. Taxable net income per tax return. 
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Q. Now the taxable net income per tax return, which you 
spread, was that $2,815,497! 

A. As adjusted to $2,947,177. 

Q. And you spread that amount to the Resale business 
in the same ratio as the allowed taxes were spread bv Mr. 
French? 

A. No, I spread that in the ratio of net operating ipcome 
[1944] before taxes. I also spread it on the basis *6f net 
operating income, before taxes, less bond interest, bht the 
bond interest didn’t make any material change in the ratios. 

Q. Well, what net operating income, before taxes, isj there 
in Mr. French’s exhibit which you used as a guide? Ii don’t 
understand that. 

A. Well, there is a total net operating income, before 
income tax, which is shown in Schedule 1 of Exhibit ?|\ T o. 11 
as $3,258,209. 

Now, Mr. French shows a division of revenues as between 
regulated sales and non-regulated sales. He shows a di¬ 
vision of gas purchased expense, and he shows a division 
of all other expenses, that is, he shows a method to (jlivide 
them. He takes the total and divides it, but you caii take 
them individually and come out to the same total. 

l 

So that you know what your revenues are between tlie two 
classes; you know what your expenses are between thje two 
classes; and then you know what your net operating reve¬ 
nue, before taxes, is between the two classes. 

Q. Now, in taking the expenses which you used ih this 
separate method, did those include an allowed retuifn, or 
did thev exclude it? 

A. They excluded it. 

Q. How much of the $3,258,209, then, did you allocate to 
the Resale business, in this separate study? 

A. The unregulated sales got $1,897,198, and the jregu- 
[1945] lated sales got $1,361,010, out of $3,258,208. 

Q. Now then, did you start with that computed net operat¬ 
ing revenue as a part of your tax computation? 

A. No, I started with the taxable net income per tax 
return. 

Q. I mean, in determining this separate study, in making 
this separate study? 

A. That gave me a ratio, and I spread taxable n<ft in¬ 
come per tax return on that ratio. 

52—9181 I 
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Q. I see. And how much was there of the $2,947,177 as¬ 
signed to the Resale business? 

A. $1,231,036, or 41.77 percent. 

Q. Do I understand that you then started with that as 
an assumed taxable net income? 

A. That is right, and made the computations just the 
same as they are in Exhibit 63, and allocated base period 
income credit on that same ratio. That is also an income 
item. And I also allocated Section 735 non-taxable income, 
but of course the base period net income credit was enough 
to take it out of excess profits taxes by itself. 

Q. Now, when you make that computation on this sepa¬ 
rate study, you have to bring in the question of return, don’t 
you, in order to find out whether your taxable net income is 
going to be in the excess profits bracket? 

A. That is right, I used Mr. French’s allocation of return 
[1946] the same as in Exhibit 11, to find out what portion 
applied to regulated sales. 

Q. How much of the $891,320 was there allocated as re¬ 
turn on the Resale business? 

A. $342,271. 

Q. And how much did that leave of excess taxable net 
income for that Resale business? 

A. The taxable net income, after reflecting the rate reduc¬ 
tion, was $353,828. 

Q. And what rate reduction did you use there for that 
particular study? 

A. The figure worked out to $877,208. That figure 
changed slightly, because the tax is changed slightly by rea¬ 
son of the actual tax return instead of the tentative tax 
return. 

Q. That proceeds on the theory that if the company’s 
business had been segregated in such a way as to reflect net 
taxable income, then if the reduction that you speak of had 
been made, the amount then which the company would have 
as net taxable income would not bring it into the excess 
profits tax bracket, using only a proportionate part of the 
excess profits credit in that test? 

A. That is right, I believe. 

Q. Now, when you made that computation, of course you 
had to know what the expected rate reduction would be? 

A. Well, no, I had to know what the division between 
[1947] revenues and operating expenses and return had to 
be, and from them, of course, I could compute the expected 


rate reduction, after giving effect to tax saving, before tax 
saving and after tax saving. 

Q. Well, the expected rate reduction, of course, comes 
into the picture only after consideration of all tax savings 
has been given effect to, doesn’t it? 

A. Yes, you have to compute the expected rate reduction 
before tax savings and then compute the tax savings onj that 
basis, and find out what it would be after tax saving. 

Q. At this particular point, you are making a computa¬ 
tion on excess profits taxes, using the end results actually 
in another study, aren’t you, more or less as a check? 

A. Well, I made the other study as a check. It verified 
very closely the computation made here- 

Q. (Interposing:) Now when you- 

A. (Continuing:) —in Exhibit 63. 

Q. When you made this computation of Section 735 non- 
taxable excess profits net income credit, there also you had 
to know what the expected reduction would be? 

A. Yes, I made it on the basis of the indicated rate reduc¬ 


tion. 


Q. Now, in making this computation of excess profits 
credit under Section 735, you in effect are relating it tq that 
part of the company’s business that would not ha\He its 
[1948] rate reduced, are you not, Mr. Dunn? 

A. No, I believe that covers the entire revenues from 


all sales, it is an overall figure. 


Q. It is based, however, on a reduced income bjf the 
amount of the recommended reduction based on the |vear 
1943? 

A. Yes. I took the actual income reported and reduced 
it by the amount of the expected rate reduction, to sho^v the 
effect of that reduction on Section 735 allowance. 

Q. That is a credit which would go against excess pfofits 
arising out of other business than the regulated business, 
after this rate reduction would be put into effect? 

A. I don’t quite understand that question. It vfould 
affect all excess profits equally. The Bureau of Internal 
Revenue allows $317,750 for non-taxable income, and it ap¬ 
plies to total income. 

Q. You have said that you found out that no excess pfofits 
taxes would accrue on the regulated business, on the Resale 
business, after this reduction went into effect. You reijnem- 
ber saying that just a little while ago ? 
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A. That is right. The base period net income exemption 
is enough to take care of that. 

Q. Therefore, if the regulated business does not result 
in the company having any excess profits taxes, it must fol¬ 
low, must it not, that any excess profits taxes that the com¬ 
pany pays would come about because of the income from 
f 1949] this other business which is not subject to regula¬ 
tion? 

A. Well, I think that is true, yes. 

Q. And therefore, any excess profits credit should relate 
to that particular business, shouldn’t it? 

A. Well, it is the only business that you could relate it to, 
but the credit is not necessarily caused by reason of the 
excess profits there. All profits contribute to this amount 
of $317,750. 

Q. Well, when you use this credit, the purpose of it is to 
help reflect the amount of excess profits taxes that might 
have to be paid, because you add it to the base period credit; 
isn’t that right? 

A. Yes, I added that to the total base period net income 
credit from all sales—this is from all sales. 

Q. Well, you say this credit is from all sales; still we 
must have in mind that you are saying that no portion of 
those excess profits taxes, or excess profits, would accrue 
from the resale business? 

A. If they are reduced. 

Q. You have computed your credit on the basis of having 
the reduction, you have subtracted it; isn’t that right? You 
have subtracted $878,038 in your computation of the excess 
profits credit under Section 735. 

A. Well, you could easily have a credit for excess profits 
taxes and still not have any excess profits taxes, so that 
[1950] Section 735 credit comes about by reason of all sales, 
and not just one class of sales. 

Q. Have you not, however, deducted the amount of $878,- 
038 in vour method of computing the unit net income for 
1943? 

A. Yes. 

Q. And you have also stated that by a separate computa¬ 
tion you have found that if that same amount of rate reduc¬ 
tion were put into effect, then no excess profits taxes would 
accrue by reason of that resale business? 

A. Well, not only by the separate computation, but on 
Exhibit 63. 
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Q. Then by both computations, there would be no excess 
profits taxes accrue? 

A. That is right, the exemptions are large enough ^o take 
tlie company out of the excess profits bracket. 

Q. Now, the taxable net income which you get to here as 
$950,044, since it is less than $958,793, it causes no excess 
profits taxes to accrue, even without any Section 735[relief ? 

A. That is right. 

Q. If that figure, as the result of whatever the tax returns 
are and whatever deductions and adjustments are made, 
would be so that it would be greater than the base |period 
credit plus the specific exemption, then you would have to 
[19511 use this Section 735 relief, wouldn’t you? 

A. Then Section 735 relief would become applicable, yes. 

Q. Now, that relief was provided by statute passefd sub¬ 
sequent to the time when Air. Blease made his computation 
of taxes, wasn’t it? 

A. It was passed at just about the time. It might have 
been passed a little bit before or a little subsequent. It 
was just about the time this report was being prepared. 

Q. At any rate, he did not bring that into his report!? 

A. That is right. 

Q. And this is the first time it has been used in! a tax 
computation in this case, so far as the Commission’s staff 
is concerned? 

A. Yes. Mr. Shuttleworth used it in his exhibits, and 
I have used the same basic figures that he did, that is, [excess 
output, and so on. 

Q. In the treatment of depreciation, your tax computa¬ 
tion here proceeds with the rate as actually deducted in 1943, 
that is, 4 percent? 

A. That is correct. 

Q. Now, if the computation were made at 3V*» percent, 
would not that increase your taxable net income so tjiat, in 
order to avoid excess profits taxes, you would have tjo take 
into consideration the credit under Section 735? 

[1952] A. That is right. 

Q. If, by reason of any other changes or variations in 
deductions which were taken by the company in ils tax 
return, they correspondingly would cause a change or an 
increase in the taxable net income, then that same! thing 
would be true ? 

A. It would make Section 735 necessary? 
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Q. Yes. 

A. I suppose so. You know, there are carry-forward pro¬ 
visions and things like that. I don’t know how that might 
work out. 

Q. There is one other of these items that was disallowed 
in Operating Expenses, that relates to the payments to the 
Aetna Life Insurance Company for past service annuity 
premiums. You will remember that that was excluded, by 
an adjustment, from the Operating Expenses of 1943, in 
Exhibit 3? 

A. Yes. 

Q. Now I think you are familiar with the fact that some 
$24,000 or $25,000 of that is included in the company’s tax 
return for 1943 as a deduction? 

A. That is correct. 

Q. And that deduction still remains? 

A. That is right. 

Q. That is, you have not brought it down in this group 
of additions under the $26,572? 

A. No, I conisdered that, and it shouldn't be brought 
[1953] down. 

Q. Are there other tax adjustments that were contained 
in the tax return, which are so designated, which are non¬ 
recurring items? 

A. I don’t believe that there are any of any importance 
at all. 

Q. I take it that the reason you didn’t treat this past 
annuity payment, at least one of the reasons, was that 
since it is being amortized, since the total amount is being 
amortized, that $24,000 or $25,000 will be in the tax return 
as a deduction for three years? 

A. Yes, several years in the future. And inasmuch as 
the company wouldn’t pay taxes on that amount, I didn’t 
assume that they would. 

Q. I assumed that. 

Now, these other tax adjustments, however, you think are 
not of sufficient materiality to treat as non-recurring items 
and therefore add them to the taxable net income per tax 
return ? 

A. Well, I don’t recall any other ones except, referring 
to Exhibit 3, the only adjustments we make are the reclassi¬ 
fication study, and that is in favor of the company rather 
than against it. 
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Q. Well, do these tax return adjustments for a particular 
company vary from year to year? 

[1954] A. In amount, you mean? 

Q. Yes. 

A. Yes, the amount will vary up and down, to a ceirtain 
extent, not much. This company’s business is remarkably 
stable, when the volume of gas stays about the same, j 

Q. In some years, the result would be to add to tliej tax¬ 
able income, and in other years to subtract from it? 

A. I suppose so, yes. 

Q. Now, will you take Exhibit 64, and refer to the column 
headed “Exhibit 3.” Is there any one of the schedules* or 
pages in Mr. Blease’s Exhibit 3 where these figure^ are 
set down as you have set them down on Exhibit 64? 

A. No, they are set- 

Mr. Littman (Interposing): Just a minute, I object to 
that question. The exhibits speak for themselves. Yop can 
tell whether they are set down the same or not, by locking 
at the exhibit. 

Trial Examiner: It might save a little time, don’t you 
think, instead of asking him how he got each one of jtheni 
and why he put them together like this ? 

Mr. Littman: It might save time. But you still \jrould 
probably want to do it yourself to satisfy yourself. 

Trial Examiner: The objection is overruled. 

The Witness: No, Mr. Blease and I discussed the presen¬ 
tation of such a computation in his exhibit, and he thbuglit 
[1955] it would be more simple to set them down as hje did 
set them down. So they were set down in that malnner. 
They could have been set down in this manner. 

[1956] By Mr. Dougherty: j 

Q. Now Mr. Dunn, I do not understand that this sjet of 
figures which is headed Calculation of Tax, on Schedule 6 
of Exhibit 3, is erroneous or is not the sort of a tax calcula¬ 
tion to make. That is, I am making that statement t<j> you 
first. I am not contending that there is anything wrong 
about it but there seemed to have been some question! here 
one day about it. 

Now is it your contention that that is not the propef way 
to calculate the allowable tax in determining what that item 
should be, when you have a return on an investment! rate 
base to start with? 


A. Well, my contention is that Mr. Blease got the right 
answer, not the wrong answer, and I also pointed out- 

Q. (Interposing:) What I am asking you is this—you 
come to the same answer on Exhibit 64, that is down at the 
bottom, $366,403, and Mr. Blease shows that same figure on 
Schedule 6, Exhibit 3, as the tax, does he not ? 

A. That is correct. 

Q. Now he gets the same answer, and the same answer 
can be obtained, if you take those computations on this 
Schedule 6 under the heading of Calculation of Tax, and 
go through the exact steps that he did? 

A. That is exactly how he got his answer, and of course 
the point I make here is that he started with taxable net 
income per tax returns. There has been some misuuder- 
[1957] standing in the record as to what Mr. Blease started 
with, and that is what I say he started with. Tie had to start 
with that in order to get the $366,403. 

Q. I am not saying what he started with on some working 
papers. What I am getting at is right now if I, with my 
pencil and paper, started with the return calculated as here, 
and went through the same steps that Mr. Blease did, 
namely, adding Other Income, and tax report adjustments 
which you have to get from your tax report, of course, and 
making these deductions, I would come out with the same 
number of dollars as is reflected in your computation on 
Exhibit 64? 

A. That is correct. 

Q. So that you think that what Mr. Blease did is a proper 
way of doing it? 

A. Yes, that is my testimony, that Mr. Blease did it 
correctly. 

Q. I think there is probably a misunderstanding, or that 
there probably has been a misunderstanding, as to what we 
have been charging each other with. 

• •••••• 

11958] Frank S. French, having been previously sworn, 
was recalled as a witness and testified further as follows: 

Direct examination (resumed). 

By Mr. Littman: 

Q. At page 1885 of the transcript the following question 
and answer appear in your direct examination: 


“Q. Are you generally familiar with the order issued by 
the Federal Power Commission relative to the reduction in 
the price of gas which Mississippi purchases from Interstate 
Natural Gas Company, Inc.?” 

“A. I am.” 

Do you recall that testimony? 

A. Yes sir. 

Q. Were you there referring to Commission’s Opinion 
No. 91, and the accompanying order entered by the Commis¬ 
sion April 27,1943, as amended on May 11,1943, in th^ case 
entitled: In the Matter of Interstate Natural Gas Comlpany, 
Inc., Docket No. G-149, and Louisiana Public Service Com¬ 
mission v. Interstate Natural Gas Companv, Inc., Pocket 
No. 6-132? 

[1959] A. That is correct. 

Q. I think the record perhaps ought to be a little!more 
clear and certain on this point. 

Referring to the Commission’s opinion to which 1 just 
referred a moment ago, on page 32, right at the conclusion 
of the opinion, is a table which shows the rate redaction 
applicable to the sales of gas from Interstate Naturajl Gas 
Company, Inc. to Mississippi River Fuel Corporation, in 
the amount of $301,329. Do you recall that figure? 

A. Yes sir. 

Q. Now that rate reduction was arrived at by the Corhmis- 
sion through the use of the 1941 test year in that cas^, was 
it not? 

A. That is correct. 

Q. And were the 1941 volumes of gas used in arriving at 
that figure? 

A. That is correct. 

Q. Now I note in your testimony relating to the redaction 
in rates that would be available to the Mississippi River 
Fuel Corporation if this rate reduction were made effective, 
l note in that connection that you refer to the amount of rate 
reduction as being not $301,329, but a larger figure, namely, 
as shown on page 1888 of the transcript, the amouht of 
$337,490.30. Do vou see that? 

A. Yes. 

[1960] Q. Is my understanding correct that the larger re¬ 
duction that you have used is occasioned by reason of the 
application of the 1943 volumes of gas sold by Interstate, 
rather than the 1941 test year volumes? 

A. Correct. 


Q. And is it your interpretation of the Commission’s 
Order, referring particularly to Paragraph (A), that the 
amount of the rate reduction shall be computed on the basis 
of using the rate per MCF of gas, as computed on the basis 
of the test year, and then applying that rate to the volumes 
of gas used in 19431 

A. That is correct. 

Mr. Littman: That is all. 

Cross-examination. 

Bv Mr. Doughertv: 

Q. Mr. French, with respect to that adjustment because 
of the 7.6 cent price as against the 8 cent price, in your 
first rate study did you consciously leave that out or was 
that an inadvertence? 

A. No, I knew it was there. I didn’t make that differen¬ 
tiation between classes, but I knew it was there and I didn’t 
make the calculation by classes. 

Q. Well, did you consider the question and decide not to 
give it separate consideration, or did you just decide to use 
the gas cost overall because of the small amount involved ? 
[1961] A. That was my thought at that time. 

Q. That is, the latter thing I have said? 

A. That is right. 

Q. If you were to use that different price for the differ¬ 
ent class of gas, that of course would require a reshifting of 
the commodity column figures? 

A. Correct. 

Q. In allocating commodity cost of gas among the differ¬ 
ent customers? 

A. Well, it wouldn’t mean a reshifting, it would be a 
spreading of the new amount, or the reduction. 

Q. And that of course would mean, for each of those 
resale customers, that there would be a different amount 
shown ? 

A. That is correct; I don’t have that detail. 

Q. I appreciate that fact, but I mean that would be re¬ 
quired in order to get that information? 

A. That is correct. 

Q. And if you did that and tried to carry that through 
your cost allocation, that would mean that you would have 
to change all your figures as respects the resale customers ? 

A. It would change the figures. 


Q. Now with respect to the order of the Commissibn re¬ 
ducing the Interstate Natural Gas Company rate—and I 
might parenthetically state that I hope your testimony on 
this becomes of no avail—but at any rate, have you excluded 
[1962] from the quantities which you have used her^, any 
portion of gas that goes in from the Hope Producing Com¬ 
pany? 

A. Yes sir, I have. 

Q. I don’t know and I just wanted to be sure sincb that 
is a joint contract, as you understand it? 

A. Yes, it is excluded. 

Q. Now in that joint contract is there some difference in 
the volumes which Mississippi treats as having beep pur¬ 
chased from Hope and Interstate, and the volumes thatj those 
companies, that is Interstate and Hope, treat as bein^ sold? 

A. Yes sir, there is. 

Q. Which are the volumes that you have used? 

A. I have taken the volumes as per the exchange agree¬ 
ment between Hope and Interstate, and these volumes re¬ 
flect actually the Interstate’s part of the gas coming to 
Mississippi. 

Q. That is, the volumes you have used reflect the Actual 
volumes which Interstate delivered from its own production 
or its own operations? 

A. Well, I don’t know exactly how to state that. l!n one 
case it is as billed, which the company carries, and jin the 
other there are two sets of volumes and expenses there. I 
have used the one which ties into the Interstate’s pctual 
revenues. 

Q. Well, is the volume which you have used here the same 
as the volume which Mississippi shows on its books aj; hav- 
[1963] ing — purchased from Interstate? 

A. In my exhibit, my 1943 exhibit, it shows the exa<pt vol¬ 
umes as purchased from the Interstate in that year. 

Q. You understand what I am trying to find out, do) you? 

A. Certainly. 

Q. Since there is some difference between the records 
as Mississippi keeps them, with respect to the quantities 
which it pays Hope for and pays Interstate for, or purchases 
from them, and the quantity volumes as shown on the books 
of Interstate and Hope, I just want to know which of those 
figures you took? 

A. This is the one that is not per Mississippi’s books, but 
per Interstate’s and Hope’s. 
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! Q. Is this figure larger or smaller than what is shown as 
per Mississippi’s books as having been purchased? 

A. I don’t know that, but it doesn’t make any difference 
if it is taken collectively, although it would if you were to 
break one or the other down. 

Q. Well, of course the rate reduction applies only to 
Interstate itself, and not to sales by Hope? 

A. That is right. 

Q. That is the reason I asked the questions. 

A. I don’t know that. 

Q. Xow here again, if you attempted to carry this into 
your rate allocation studies, it would require a whole new 
\ 1064] set of figures so that we would add to the volume 
that Mr. Littman talks about as eighteen copies, or some¬ 
thing like that. (Laughter.) 

A. It would have to be changed. 

Q. And you have not made a spread of these figures to 
the various resale customers? 

A. Xo sir. 

• •••••• 
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and as Adjusted, at December 31, 1942 . 80 

23 Recapitulation of Examiners’ Adjustments, Bal¬ 

ance Sheet Accounts, December 31, 1942 . 89 

23.1 Surplus Account, Per Books and as Adjusted, 

Years 1940, 1941 and 1942 . 90 

Appendices 

No. 

1 Balance Sheet, Per Books and as Adjusted, De¬ 

cember 31, 1942 . 91 

Balanced Sheet Details, Per Books and as Ad¬ 
justed, December 31, 1942 . 93 

2 Summary of Surplus Account, Per Books, Decem¬ 

ber 31, 1929 to December 31, 1943 . 97 

[2090] HISTORY AND AFFILIATIONS, NET INVEST¬ 
MENT AND NET EARNINGS OF MISSISSIPPI RIVER 

FUEL CORPORATION 

Pursuant to an order of the Federal Power Commission 
dated April 6, 1943, an examination of the accounts and 
records of Mississippi River Fuel Corporation was under¬ 
taken, and as a result this report on its history, affilia¬ 
tions, net investment in plant, capitalization, and income 
is submitted. The reclassification adjustments for origi¬ 
nal cost purposes proposed by the Company and the 
accounting proposed by the examiners are described and 
set forth in the accompanying schedules. 
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The adjusted figures showing the net investment in 
plant at December 31,1940 to 1942 inclusive, are summarized 
as follows: 


Particulars 


Reference 


Plant 


Gas Plant in Service.. Sch. 4,4A $21,955,665.50 $22,478,304.72 $22,958,647.52 

Gas Plant Held for 

Future Use.Sch. 7 1,112.73 1,112.73 736.53 

Incomplete Construe. Appendix 1 10,175.82 15,908.52 68,448.12 

Total Plant. 21,966,954.05 22,495,325.97 23,<)27,832.17 


Depreciation Reserves 
Gas Plant in Service. .Sch. 6, 8 
Gas Plant Held for 

Future Use.Sch. 7 

Retirement Work in 
Progress.Appendix 1 


7,591,006.02 

383.87 


Total Reserves. 7,591,389.89 


8,341,165.06 
422.82 
54.65) ( 
8,341,533.23 


Net Plant. 14,375,564.16 14,153,792.74 

Working Capital.Chapter 5 430,000.00 430,000.00 


9,062,663.82 

455.18 

! 4.950.84) 

9,058,168.16 

13,969,664.01 

'30,000.00 


Sub-total. 14,805,564.16 14,583,792.74 14,399,664.01 

Deduct: 

Contributions in Aid 

of Construction....Sch. 22.1 18,000.00 18,000.00 (50,846.34 


150,846.34 


Net Investment. $14,787,564.16 $14,565,792.74 $14,^48,817.67 

(including Working Capital) .= ■ . j ■ - > — 

I 

i 

[2091] The adjusted figures showing the net operating 
revenues for the years 1940 to 1942 inclusive, are j sum¬ 
marized as follows: 

Particulars Reference 1940 1941 1942 

Operating Revenues.... Sch. 10 $6,824,874.68 $8,237,777.92 $8,^16,977.72 

Operating Revenue 
Deductions Sch. 10 

Operating Expenses. 3,995,016.79 4,914,618.13 5,245,650.77 

Depreciation and 

Amortization. 765,405.43 787,861.76 794,172.92 

Taxes—Fed. Income. 295,355.81 620,527.34 1,293,235.48 

Taxes—Other. 275,862.91 300,755.12 302,321.38 


Scope of this Exhibit 

This exhibit has been divided into the following five 
chapters: 

I. History and Affiliations 
II. Gas Plant in Service 
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III. Reserve for Depreciation 

IV. Revenues and Expenses 

V. Working Capital 

Chapter I, History and Affiliations, contains the more im¬ 
portant facts relative to the company’s organization, capi¬ 
talization, control and the results of its operations from the 
date of incorporation to December 31,1942. 

Chapter II, Gas Plant in Service, deals with the invest¬ 
ment in fixed capital as of December 31, 1942, and prior 
years, both per books and as adjusted as a result of the 
company’s reclassification studies pursuant to the Com¬ 
mission’s Order No. 73. 

Chapter III, Reserve for Depreciation, outlines the 
development of this reserve on the company’s books and 
presents the reserve as calculated from plant and retire¬ 
ment studies and with annual depreciation rates at 3.5%. 
f 2092] Chapter IV, Revenues and Expenses, presents 
detailed earnings statements for the calendar years 1940, 
1941 and 1942, per books and as adjusted by the Examiners. 

Chapter V, Working Capital, sets forth the computation 
of a recommended working capital allowance, based on the 
operations of the company for the year 1942. 

Appendices: In addition to the above there is attached 
hereto a schedule, as Appendix 1, showing the balance sheet 
per books at December 31, 1942 and as adjusted as a result 
of the Examiners’ studies described in the foregoing chap¬ 
ters. Appendix 2 is a condensed summary of the Surplus 
account showing the changes therein from 1929 to 1943 in¬ 
clusive, as reflected on the books of account of both St. Louis 
and New York offices. 

[2093] Chapter I 

History and Affiliations 

Introduction 

Mississippi River Fuel Corporation was conceived and 
oVganized by holders or controllers of gas acreage in the 
Monroe and Richland Gas fields, in the State of Louisiana, 
for the purpose of providing a market for gas available in 
those fields above prior commitments. These holders 
entered into an agreement dated June 26, 1928, known as 
“Plan for Natural Gas Pipe Line to the St. Louis District.” 
The parties to this plan were: 
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Standard Oil Company, a New Jersey corporation, herein¬ 
after sometimes called “Standard”; 

Columbian Carbon Company, a Delaware corporation 
and/or affiliated interests, hereinafter sometimes called 
‘ ‘ Columbian ’ ’; 

United Carbon Company, a Delaware corporation! here¬ 
inafter sometimes called “United”; 

Electric Power & Light Corporation, a Maine Corpora¬ 
tion, and/or affiliated interests, hereinafter sometimes 
called “Electric”; 

Moody-Seagraves Company, a Texas corporation, tind/or 
affiliated interests, hereinafter sometimes called “^foody- 
Seagraves.” 

In addition to the above, Palmer Corporation of 
Louisiana was requested to and did participate in tli4 Plan. 

The plan stipulated that Mississippi River Fuel Corpora¬ 
tion (originally organized under the corporate name of 
Mississippi Valley Gas Corporation by some of the parties 
to the plan) was to be the agent for constructing^ ow T n- 
ing and operating a pipe line to the St. Louis district. The 
[2094] financing and ownership of stock and the supplying 
of its gas requirements were to be divided among the 
parties in the following ratios: 


Party 

Financing 

and 

Ownership 

Supply 
of ($xl 
Requir^n 

Standard 

22.5% 

22% 

Columbian 

17.1% 

21% 

United 

13.5% 

17% 

Electric 

16.2% 

20% 

Moody-Seagraves 

20.7% 

10% 

Palmer 

10.0% 

10% 

i 

Total 

100.0% 

100% 


l<r 


Other provisions of the plan dealt with the securing of 
gas sales contracts for Mississippi River Fuel Corporation 
in the St. Louis area, the provisions of the gas pu rchase 
agreements between the corporation and its suppliers, 
reservation for Electric to have first opportunity to pur¬ 
chase gas from the corporation and supply the distribution 
systems in certain towns and cities in Arkansas and West¬ 
ern Tennessee, and for the affairs of the corporation to be 
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administered by a majority of the board of directors com¬ 
prising six men, one being designated by each of the parties; 
but with the director designated by Standard having veto 
power. 

On December 17, 1928, the parties agreed that sufficient 
gas sales contracts had been obtained to justify the con¬ 
struction of the pipe line and that initial funds would be 
provided by the parties through cash advances up to $10,- 
000,000 bearing six per cent (6%) interest in the ratios 
previously stipulated in the plan. 

Through purchase and merger the rights and obligations 
of Electric and Palmer were acquired by Louisiana Gas 
& Fuel Company; and those of Moody-Seagraves were 
acquired by United Gas Company. These, in turn, were 
absorbed by United Gas Corporation, which now holds the 
[2095] common stock of Mississippi River Fuel Corpora¬ 
tion, and supplies its portion of the Corporation’s gas 
requirements through its wholly owned subsidiary, United 
Gas Pipe Line Company. Standard supplies its portion of 
the corporation’s gas requirements through its subsidiaries, 
Interstate Natural Gas Company, Incorporated, and Hope 
Producing Company. 

Incorporation and Purposes 

Mississippi River Fuel Corporation was incorporated 
February 7, 1928 under the laws of the State of Delaware 
as Mississippi Valley Gas Corporation, the name being 
changed by amendment on August 8, 1929. The purpose 
of the corporation is to engage in the business of mining, 
producing, buying and selling of gas, oil, minerals and by¬ 
products, and to own the necessary pipe lines and appur¬ 
tenances to accomplish its purpose. The corporation has 
perpetual existence. 

Directors and Officers 


The directors and Officers as of June 28, 1928 were ns 
follows: 


Board of Directors 


S. Z. Mitchell 

Christv Pavne 
•» » 

Edwin Binney 
Oscar Nelson 
N. C. McGowen 
O'. R. Seagraves 


(Electric Power & Light Company) 
(Standard Oil Company) 
(Columbian Carbon Company) 
(United Carbon Company) 

(Palmer Corporation) 
(Moody-Seagraves) 



Executive Committee 

Christy Payne S. Z. Mitchell Edwin Bindley 

Executive Officers 


President 
Vice President 
Vice President 
Secretary 
Treasurer 
Ass’t Treasurer 


Christy Payne 
H. C. Abell 
Edwin Binney 
Reed L. Carr 
J. B. Luce 
H. A. Koechling 


(Standard) [ 
(E.P.& L. (fo.) 
(Columbian) 
(Columbian) 
(Standard) ! 
(Standard) j 


[2096] As of December 31, 1942 the directors and officers 
were as follows: 

Directors 

Reid L. Carr E. E. Du Vail F. H. Lereb, j Jr. 

W. A. Dougherty C. Stuart Hall Oscar Nelson 

. Paul R. Scott 


Executive Officers 


President 

Vice President and Manager 

Vice President 

Secretary 

Treasurer 

Assistant Secretary 

Assistant Treasurer 


F. H. Lerch, Jr. 
Ben C. Comfort 
George M. Parkeij 
Wm. D. Ahearn 
James Comerford 
E. E. Du Vail 
L. H. Simpson 


As of December 31,1943, due to changes effective October 
6, 1943, the directors and officers were as follows: 

Directors 


Reid L. Carr E. E. Du Vail W. R. Finney 

Ben C. Comfort C. Stuart Hall Oscar Nelson 

Paul R. Scott 

Executive Officers 


President and Manager 
Vice President 
Treasurer 
Secretary 

Assistant Treasurer 
Assistant Secretary 
General Counsel 


Ben C. Comfort 
W. R, Finney 
L. H. Simpson 
John Miller 
C. J. Shuttleworth 
R. M. Verhayden | 
W. A. Dougherty | 
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Capitalization 

Mississippi River Fuel Corporation has been financed 
during its history by one issue of capital stock, advances 
from its owner companies, and one issue of 6% bonds, 
which subsequently was refunded by 4% bonds and these 
were refunded in 1941 by a series of 2%% notes. 


Capital Stock: The authorized capital stock of Missis- 
[2097] sippi River Fuel Corporation consists of 1,000,000 
shares of $10 par value each. The original issue was made 
on August 13, 1929 to the promoter companies in partial 
settlement of construction cash advances in the following 
amounts: 


Company 

Standard Oil Company (X. J.) 

United Carbon Company. 

Columbian Carbon Company.. 
United Gas Corporation: 
Louisiana Gas <fc Fuel Corp. 
United Gas Company. 


Shares 

Amount 

Per cent 
of Total 

146,700 

88,020 

111,492 

SI,467,000 
880,200 
1,114,920 

22.50 

13.50 
17.10 

170,824 

134,964 

1,708.240 

1,349,640 

26.20 

20.70 

652,000 

$6,520,000 

100.00 


Each $1,000 unit of the first mortgage bonds issued in 
1929 carried stock purchase warrants entitling holders to 
purchase 10 shares of capital stock at the par value of $10 
per share if exercised prior to August 15, 1935. A total of 

3.220 shares was issued under this arrangement. 

As of December 15, 1942 there remained outstanding 

655.220 shares as follows: 


Company 

Shares 

Standard Oil Company (X. 3.) 

146,700 

United Carbon Company 

88,020 

Columbian Carbon Company 

111,492 

United Gas Corporation 

305,688 

47 Sundry Parties 

3,320 


Total 655,220 


Bonds Issued: Mississippi River Fuel Corporation is¬ 
sued at par in 1929 $16,000,000 of First Mortgage Fifteen 
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Year Six Per Cent Sinking Fund Gold Bonds, dated August 
15, 1929, payable August 15, 1944, and callable at $105 and 
accrued interest. Periodic retirements through the sink¬ 
ing fund reduced this liability to $9,482,000 as of February 
[2098] 15, 1937. This remaining balance was retired out 
of the proceeds of a $10,000,000 issue of First Mortgage 
Pipe Line Bonds, Four Per Cent Series, dated February 1, 
1937 and payable February 1,1952. This sale was made at 
par to insurance companies. I 

As of February 1, 1941 the latter liability had been re¬ 
duced through sinking fund retirements to $7,$32,000. 
This balance was retired from the proceeds of 2 Z A% notes. 

Notes Issued: In order to secure additional fufids the 
company issued a series of one year 6% notes to its stock¬ 
holders. The first issue was made on February 13, 1932 in 
the amount of $630,000. These notes were increased from 
time to time until November 1935 when the total amounted 
to $3,010,000. This balance remained unchanged until 
June 1939. Payments thereafter reduced this balance to 
$2,200,000 which was liquidated in February 1941 out of 
the proceeds of 2%% notes. 

2 3 A% Notes: The company issued a total of $9,$00,000 
of 2%% notes to Guaranty Trust Company of New[ York 
as follows: I 


Note No. Dated Payable Principal 

1 . 11-30-40 11-30-47 $2,200,000 

2 . 1-31-41 2- 1-48 300,000 

3 . 1-31-41 $250,000 quarterly to 

2- 1-48 7,000,000 

-j- 

Total. $9,500,000 


The proceeds from these notes were used to retire the 
4% bonds and the 6% stockholders’ notes described ajbove. 
Note No. 2 was paid in 1941 and $1,750,000 had been paid 
on note No. 3 by December 31, 1942, leaving a balance due 
at that date on account of these notes of $7,450,000. The 
interest rate was reduced to 2^% effective February 1, 
1942. i 
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[2099] A tabulation showing the amounts of stock and 
long term debt outstanding at December 31, for each of the 
years from 1929 to 1942 follows: 

Capital Stock and Long Term Debt Balances 




Capital 

6% 

4% 

Holders 

2M% 

Dec. 31 

Total 

Stock 

Bonds* 

Bonds 

Notes 

Notes 

1929. 

$22,520,000 

$6,520,000 

$16,000,000 




1930. 

22,521,700 

6,521,700 

16,000,000 




1931. 

21,929,700 

6,521,700 

15.408,000 




1932. 

22,018,700 

6,521,700 

14,222,000 


$1,275,000 


1933. 

21,284,300 

6,522,300 

13,037,000 


1,725,000 


1934. 

20,65S,300 

6,522,300 

11,851,000 


2,285,000 


1935. 

20,228.200 

6,552,200 

10,666,000 


3,010,000 


1936. 

19,044,200 

6,552,200 

9,482,000 


3,010,000 


1937. 

19,228,200 

6,552,200 


$9,666,000 

3,010,000 


1938. 

18,561,200 

6,552,200 


8,999,000 

3,010,000 


1939. 

17,284,200 

6,552,200 


8,332,000 

2.400,000 


1940. 

16,417,200 

6,552,200 


7,665,000 


$2,200,000 

1941. 

15.002.200 

6,552,200 




8,450,000 

1942. 

14,002,200 

6,552,200 




7,450,000* 


* Includes Treasury bonds held for delivery to sinking fund. 
** Interest rate reduced to 2^2% effective February 1, 1942. 


Control 


.Mississippi River Fuel Corporation has been controlled 
and managed since its inception by its original incorpora¬ 
tors, which have also supplied all of its gas requirements. 
The records show that gas has been supplied to December 
31, 1942 in the ratios stipulated by the Plan, as follows: 

M C. F. Delivered Per Cent 
Company Since Sept. 1929 of Total 

United Gas Pipe Line Company. 146,494,117 39.990 

Southern Carbon Company. 76,937,035 21.003 

United Carbon Companv. 62,284,380 17.003 

Standard Oil Company (Requirements Delivered 
through Interstate Natural Gas Company, 

Inc., and Hope Producing Co.). 80,606,518 22.004 


Total. 366,322,050 100.000 


[2100] Utility Plant 

The book cost of gas plant of Mississippi River Fuel Cor¬ 
poration at December 31, 1942 was $23,082,180.83, including 
construction work in progress of $122,796.78. These amounts 
are net after reflecting $96,512.39 in Gas Plant Adjustments 
as a result of an original cost study undertaken by the com¬ 
pany pursuant to Commission’s Order No. 73. 

The total plant, except for approximately $100,000, was 
constructed by the company’s forces or by contractors. The 
$100,000 was the purchase of a line in 1940 from Illinois 












































and Missouri Pipe Line Company which was not considered 
an operating unit and was recorded on the books at the 
purchase price. 

Construction of the main pipeline was completed iiji the 
fall of 1929 and the first delivery of gas was made on Novem¬ 
ber 21, 1929. This line is constructed with 22" pipej and 
begins at Perry ville, in the Monroe Gas Field, in the north¬ 
eastern corner of Louisiana and extends in a northerly di¬ 
rection through Arkansas to the Meramec Station just rforth 
of the Meramec River in Missouri. From this station a[ line 
known as the St. Louis Branch, constructed of pipe varying 
from 20" to 10", runs north to St. Louis, Missouri. Also from 
this station another line known as the Alton Branch,'con¬ 
structed of pipe varying in diameter from 22" to 14", crosses 
the Mississippi River then extends northerly through East 
St. Louis and Granite City to Alton, Illinois. The svfetem 
presently includes nine compressor stations, and the Aver¬ 
age daily capacity of the line is stated by the company j;o be 
approximately 135,000,000 cubic feet per dav at December 
31,1942. 


[2101] Depreciation Reserve 

The reserve for depreciation on the books of the comjpany 
at December 31,1942 was $9,155,694.21. From 1929 to jl935, 
inclusive, lines, line structures and line equipment were 
depreciated at a rate of 4% per annum, modified by multi¬ 
plying this rate by the ratio that gas deliveries during the 
year bore to 25,000,000 M.C.F. Since the sales for this period 
were less than 25,000,000 M.C.F., the rates of provisioh ac¬ 
tually booked for those years for this class of property jwcre 
as follows: 


i 

1929 .04% 

1930 .1.99% 

1931 .2.15% 

1932 .2.66% 

1933 .3.14% 

1934 .3.38% 

1935 .3.99% 


From 1936 to 1942, inclusive, the rate used on this jdass 
of property has been 4%. Certain general equipmenlj has 
been depreciated at various rates from 1929 to 1942 without 


change. 


Retirements of these properties have been 


rela- 


I 
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tively small, the most important being the sale in 1937 of 
a line known as the Suction Line to Interstate Natural Gas 
Company, Incorporated, for $185,000. This line was re¬ 
corded on the books at a cost of approximately $500,000. 


Income and Surplus 

Income: Schedule 1, Condensed Income Statement, shows 
the company’s operations for the years 1929 to 1939 per 
books. This schedule and unadjusted figures on Schedule 
10 for the years 1940 to 1942, inclusive, are summarized as 
follows: 

[ 2102 ) 

Per Books 


Year 

Net Operating 
Revenue 

Other Income 
Deductions Net 

Net 

Income 

1929. 

... ($ 135,523) 

($ 83,545) 

($ 51,978) 

1930. 

... ( 331.323) 

864,633 

( 1,195,956) 

1931. 

628,192 

872,961 

( 244,769) 

1932. 

473,201 

833,632 

( 360,431) 

1933. 

520,909 

756,328 

( 235,419) 

1934. 

800,577 

821,412 

( 20,835) 

1935. 

1,121,109 

802,155 

318,954 

1936. 

1,609,568 

804,035 

805,533 

1937. 

1,869,599 

665,395 

1,204,204 

1938. 

1,004,550 

551,844 

452.706 

1939. 

1,226,357 

506,781 

719,576 

1940. 

1,267,718 

451,956 

815,762 

1941. 

1,475,605 

271,792 

1,203,813 

1942. 

986,932 

199,687 

787,245 

Total. 

... $12,517,471 

$8,319,066 

$4,198,405 


( ) Denote red figures. 


Surplus: Beginning in 1936 the company has declared 
and paid dividends each year to 1942 at the following rates: 
$1.00 per share for the years 1936, 1937, 1941, and 1942; 
50£ per share for the years 1938,1939 and 1940, despite the 
fact that a deficit after dividends existed at the end of each 
of those years except 1942, which showed a credit balance 
at December 31 of $19,512.01. A condensed summary of the 
surplus account as reflected on the books of the corporation 
follows: 
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Per Books 



Credit Balance 

Miscellane- 

Miscellane- 


Year 

from Income 

oua Credits 

ous Debits 

Dividends 

1929.. 

Account 
. (S 51,978) 

. ( 1,195,956) 

to Surplus 

to Surplus 

Declared 

1930.. 

$ 18,466 

$ 362,575 


1931.. 

. ( 244,769) 

1,004,607 

381,666 


1932.. 

. ( 360,431) 

4,400 

73,509 


1933.. 

. ( 235,419) 

18,605 

27,605 


1934.. 

. ( 20,835) 

141,187 

97,429 


1935.. 

318,954 

24,338 

14,973 


1936.. 

805,533 

82,488 

43,482 

$ 655,220 

1937.. 

. 1.204,204 

15,276 

487,160 

655,220 

1938.. 

452,706 

9,084 

21,868 

327,610 

1939.. 

719,576 

973 

327,610 

1940.. 

815,762 

2,567 


327,610 

1941.. 

. 1,203,813 

6,720 

424,962 

655,220 

1942.. 

787,245 

31,335 

655,220 

Total. 

. $4,198,405 

$1,360,046 

$1,935,229 

$3,603,710 

( ) Indicates loss or deficit. 




[2104] Chapter II 


Balance 
End of Year 
($ 51,978) 

( 1,592,044) 
( 1,213,872) 
( 1,643,413) 
( 1,887,832) 
( 1,864,910) 
( 1,536,591) 
( 1,347,272) 
( 1,270,171) 
( 1,157.858) 
( 764,018) 

( 274,198) 

( 143.848) 

19,512 


$ 19,512 


Gas Plant in Service 


Mississippi River Fuel Corporation does not own any 
production plant. Its associated suppliers deliver gasj to 
the Perryville measuring and regulating station in ‘the 
Monroe gas field through their own facilities. Schedule 2 
summarizes the plant by primary accounts as of December 
31, 1942 and shows under appropriate columnar headings: 
gross additions, gross retirements, balance before reclassi¬ 
fication and the company’s reclassifying entries, poste<| in 
separate columns to show transfers between accounts and 
adjustments of additions and retirements. The plant 
balance by functional use shown on this schedule is! as 
follows: 

I 

Gas Plant in Service Amount | 


Intangible Plant . 

Transmission Plant . 

Distribution Plant . 

General Plant (Excluding Transportation 

Equipment) . 

Transportation Equipment. 


$3,750.09 

21,958,726|.74 

469,91414 

450,61lj.25 
75,64^.30 


$22,958,647j.52 


Total 
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Gross Additions 

The plant as originally constructed in 1929 and 1930 
generally remained at December 31, 1942. Several lateral 
lines and compressor stations and facilities have been added 
since 1929 and the suction line was sold to Interstate Nat¬ 
ural Gas Company, Incorporated. 

The original construction was performed by Ford, Bacon 
and Davis, Inc. under contract whereby generally, the con¬ 
tractor furnished labor and construction equipment and 
the company purchased the pipe and other materials. 
[2105] Ford, Bacon and Davis, Inc. had part of the work 

done bv subcontractors who were reimbursed bv the com- 
•> • 

pany. According to the vouchers paid, Ford, Bacon and 
Davis, Inc. received a flat $3,591,000.00 for its work under 
the original contract less adjustments for changes in the 
contract of $33,044.73, or a net of $3,557,955.27. In addition 
to this, contract work was performed under supplemental 
agreements for which Ford, Bacon and Davis, Inc. received 
$803,642.06, making a total cost to the company of $4,361,- 
597.33. The cost to Ford, Bacon and Davis, Inc. is not 
shown in the records examined. 

The larger sub-contracts were as follows: 


Sub-Contractor Amount 

The Foundation Company. $386,228.52 

Pittsburgh-Des Moines Steel Co. 93,800.78 

Mississippi Valley Structural Steel Co. 47,000.00 

Alpha Tank and Sheet Metal Mfg. Co. 24,473.32 

Frazier-Davis Construction Co. 809,144.49 

Monic Contracting Co. 89,989.92 

Williams Bros., Inc. 250,470.96 


Total . $1,701,107.99 


By Voucher No. A-30, January, 1930, the New York Office 
paid Standard Oil Company of New Jersey $52,589.85 for 
commission on purchases during the year 1929 of $10,517,- 
970.70 at M>%. This was charged to plant (account 261— 
Office Supplies and Expenses During Construction) on the 
books of the company. Due to the affiliation between Mis¬ 
sissippi and Standard, actual cost should be substituted in 
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lieu of this fee. However, the Examiner has made no Ad¬ 
justment in this report since the amount is relatively snjiall 
and the cost to Standard is not readily available. 

The company did not capitalize interest during construc¬ 
tion, cither in the original construction or in subsequent 
[2106] additions. No portion of general expenses subse¬ 
quent to commencement of operations has been allocated to 
construction. 

By contract dated April 26,1929, Mississippi River Engi¬ 
neers Company, a wholly owned subsidiary of Standard Oil 
Company of New Jersey was designated to act as engineers 
in charge of all development and construction work then 
contemplated, and to act as engineer and manager upon 
commencement of operations. This contract does pot 
specify any fees to be paid to the Engineers Company |jut 
states that it was to be reimbursed for all costs incurred 
by it for account of the Fuel Company. The period of fhis 

contract was stated to be ten vears from date of the con- 

♦ 

tract; however, the Engineers Company ceased to operate 
in 1936, its employees were transferred to the Fuel Cim- 
panv, and it was dissolved in 1937. 

l 

i 

Gross Retirements 

The total retirements from 1929 to 1942 shown on Sched¬ 
ule 2 amount to $844,088.10, exclusive of transportation 
equipment retirements. These amounts were derived from 
a detailed study of credits to the plant accounts appearing 
in the various plant ledgers. Prior to 1942 the company (lid 
not maintain retirement work orders, and the retirement 
reserve was not charged with the full amounts of retire¬ 
ments, hence the company has no full record of retirements 
except in the plant credits. Transfers between accounts, 
credit adjustments, and materials returned to storeroopis 
were eliminated in arriving at the amount of retirements 
shown on Schedule 2. 

In addition to the analysis of plant credits all vouchers 
were examined in which there was a possibility of retire¬ 
ments being netted against additions and thus not appear 
[2107] as credits in the plant ledgers. These analyses were 
then compared with the depreciation reserve analysis for 
the purpose of acertaining any additional retirements ajnd 
to avoid any duplications. 
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Reclassification Adjustments 

In accordance with Gas Plant Instructions 2-D and the 
Commission’s Order No. 73, the company has reclassified its 
property accounts. Mr. E. V. Williamson, Accountant of 
Charleston, West Virginia, was employed to supervise this 
work, which was started in April 1941 and a report thereon 
was filed with the Commission on June 29, 1942. 

The report filed with the Commission corrected the plant 
accounts as of December 31,1939. The vears 1940 and 1941 
were subsequently examined and entries were placed on the 
books in 1942 (vouchers G-522, M-530 and M-531) to reflect 
the result of these studies. 

Schedule 3 shows the reconciliation of plant reclassifica¬ 
tion entries as recorded on the books, with amounts shown 
on Schedule 2, a summary of which follows: 


Particulars Plant Credit 

Vo. G-522 Reclassification to 12-31-39. $138,899.23 

Vo. M-530 Correction of above. 713.53 

Vo. M-530 Reclassification—year 1940. (17,743.24) 

Vo. M-531 Reclassification—year 1941. 20,750.49 


Total . $142,620.01 


The above total is shown on Schedule 2 in the following 


columns: 

Col. (5) Transfers . $1,112.73 

Col. (6) Adjustment—Additions . (2,914.67) 

Col. (7) Adjustment—Retirements . 149,945.66 

Col. (2) Gross Additions . (5,523.71) 


Total . $142,620.01 


[2108] Transfers: Hundreds of items were shifted be¬ 
tween accounts to bring the system of accounts used prior 
to December 31,1939 into agreement -with the Commission’s 
Uniform System of Accounts. The examiners have sum¬ 
marized the transfers bv accounts and further bv vears 

• *> * 

and have posted them in this manner so that the yearly 
balances from 1929 to 1942 will conform with the balances 
after adjustment in 1942. 
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Adjustments: The examiners have analyzed the com¬ 
pany’s adjustments to plant and made a segregation 
between those applicable to plant additions and tlijose 
applicable to retirements. The segregation of retirement 
adjustments was made for the purpose of restating the 
analysis of retirements for use in this report in Chapter ITT 
—Reserve for Depreciation. 

Adjustments of Additions are summarized and discussed 
in the following categories and amounts: 

Plant Credit 


Nature of Adjustment or (Debit) 

Other Physical Property. $36,086.40 

Materials and Supplies. 33,986.^)3 

Contributions in Aid of Construction. (17,986.80) 

Costs not Previously Capitalized. (94,002.42) 

Elimination of Improper Items. 33,477.51 

I 

Total . ($8,438.^8) 


Other Physical Property: Transfers to this account repre¬ 
sent items, originally in gas plant in service, but which are 
not presently used or being held under a definite plan jfor 
future use. A brief description of the principal ite|ms 
follows: 

[2109] Vo. G-522 Adjustments to 12-31-39— 

Land . $5,386.37 

The principal item herein is the Alton Sta¬ 
tion site carried on the books at a cost of 
$4,710.52 

Rights-of-Way. 387.41 

These items are rights-of-way purchased for 
lines Nos. A-54,57, 63 and 75 

Company Dwellings . 912.'/’1 

The principal items herein are incinerator 
buildings at Glendale, Perryville, Twelve 
Mile and West Point compressor stations 

Mains—Branch Lines . 11,205.(^1 

A-54 Borium Products Co. $850.77 

A-57 Hill Brick Co. 246.16 

A-63 Valley Dolmite Co. 7,317.86 
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A-76 Parker-Russell Mining & 

Mfg. Co. 2,790.82 

$11,205.61 


Structures . 693.47 

These are the meter houses on branch lines 
A-57 and 63 

Pumping and Regulating Equipment. 1,751.82 

These are meters and valves on lines A-57 
and A-63 

Total Vo. G-522 . $20,337.39 


Vo. M-530 Adjustment—year 1940 . (2,204.06) 


This voucher corrects the costs transferred 
above on lines 


A-54 

A-57 

A-65 

A-76 


$88.84 

79.41 

(1,170.44) 

(1,201.87) 


($2,204.06) 


Vo. M-531 Adjustments—year 1941. $17,953.07 

This voucher transfers lines A-5 to Western 
Cartridge Co. and A-60 to St. Louis 
Forgings Co. 

R/W Cost Line Cost 


A-5 . $1,462.53 $15,795.79 

A-60 . 21.92 699.98 


$1,484.45 $16,495.77 


This voucher also makes a retirement of 
equipment on line A-57 previously trans¬ 
ferred in the amount of $30.19 and cor¬ 
rects a retirement previously made by 
adding $19.22 to the retirement 


Total Other Physical Property. $36,086.40 















[2110] Materials and Supplies: These adjustments trans¬ 
fer items of materials and supplies, previously carried in 
plant accounts, to stock accounts. 

Contributions in Aid of Construction: This represents a 
correction to December 31, 1939 of the company’s account¬ 
ing in connection with a line built to serve St. Joseph Ljead 
Company. St. Joseph Lead Company paid $18,000 to the 
company, on account of this installation, which was credited 
to surplus. Later a determination of the cost of the line 
was made and the $14,215.21 of this credit was transferred 
from surplus to plant. The cost of the installation Was 
determined in the reclassification study to be $14,48(|).80 
which is restored to plant and credited to Contribution^. 

In connection with this contribution, for purposes of this 
report, the examiners have transferred the balance of $3,- 
513.20 from surplus to contributions. 

In 1940 the company received $3,500.00 from Soconv 
Vacuum Oil Company for a right-of-way over a bridge 
constructed by the company wrhich was credited to pl^nt. 
This entry restores the plant balance by transferring the 
credit to contributions. 

Company adjustments for costs not previously capi¬ 
talized are as summarized below: 

Costs Not Previously Capitalized: I 

Vo. G-522 Adjustments to 12-31-39— 

Dupo Canal Crossing. $35,821uf> 

Electrical Drainage Equipment. 16,614196 

Miscellaneous . 5,575)83 

_ i 

Total . 58,012)54 

[2111] Vo. M-530 Adjustments—year 1940— 

Electrical Drainage Equipment. $14,495)79 

Miscellaneous . 15,223J42 

- \— 

Total . 29,719.121 

- 1 — 

Vo. M-531 Adjustments—year 1941 — 

Miscellaneous . 6,270.(17 

. I 

-i- 

Total Costs not Previously Capi¬ 
talized . $94,002.|t2 


54—91S1 
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The Dupo Canal adjustment was made to correct the 
company’s accounting in 1937 and 1938 for the installation 
of new crossings across this canal. The original material 
was retired and the new material capitalized. Due to the 
fact that the rearrangement was involuntary on the part 
of the company, it expensed the construction labor install¬ 
ing the new material and labor of retiring the old pipe. 
These costs were collected in Job 181 which totalled $37,- 
528.25. The estimated cost of removing the old pipe was 
$1,706.50, leaving the cost of the new construction labor 
$35,821.75 which was transferred to plant. 

In 1939 and 1940 the company installed electrical drain¬ 
age equipment as follows: 


1939 .$16,416.96 

1940 . 14,495.79 


Total . $30,912.75 


This total was charged to expense and is transferred to 
plant. 

Miscellaneous items not previously capitalized consist of 
labor and sometimes material on small structures such as 
pipe sheds, fences, sidewalks, gate houses, hose houses, 
telephone booths, etc., which could not be identified in the 
plant accounts, and which for the most part, were estimated 
costs. 

[2112] There is some doubt as to the propriety of allow¬ 
ing such items to be restored to the plant accounts, hut 
since the amount of the adjustment is relatively small, and 
is in part off-set by inventory adjustments, and since ap¬ 
parently these items were expensed through error as the 
company did not make a policy of expensing such labor 
and material, the examiners have made no adjustments in 
this report by reason of these items. 

From the beginning of its operations the company has 
maintained as few materials and supplies accounts as pos¬ 
sible in order to minimize the record keeping involved. 
This was accomplished by charging plant or expense with 
materials directly from purchase vouchers. The account 
selected was determined by the nature of the material and 
the use to which it was thought the material would be put. 
If the materials were used for a different account, a stores 






transfer was issued and recorded on the general book^ to 
charge the proper account and credit the account f^rst 
charged. Thus both both plant and expense accounts cajrry 
unused materials and due to lack of accounting contjrol 
numerous correcting entries were necessary in the plgnt 
reclassification to restore the items to proper accounts. ! 


Elimination of Improper Items: These items are sum¬ 
marized as follows: 


Vo. G-522 Adjustments to 12-31-39— 

Bond Expense Capitalized. $7,03^.63 

Costs of Abandoned Projects Capi¬ 
talized . 6,504-39 

Engine Oil Capitalized . 10,385).9G 

Miscellaneous—Maintenance, errors, 
etc. 4,983.34 

7 l 


Total . 28,9071.32 


Vo. M-530 Adjustments—year 1940— 

Miscellaneous—Maintenance, erro r s, 
etc. 1,046.78 


Vo. M-531 Adjustments—year 1941— 

Miscellaneous—Maintenance, erro r s, 
etc. 3,52i41 


Total elimination of improper items. $33,477|.51 


[2113] Bond expense capitalized represents costs of plac¬ 
ing the initial issue of mortgage bonds and was originally 
charged to undistributed construction costs. This is^ue 
of bonds has since been retired and all costs in connection 
therewith should have been charged to surplus. 

Costs of abandoned projects capitalized represent la^or 
and rights-of-way expended on proposed lines which wCre 
never consummated. 

Engine oil capitalized represents oil erroneously charged 
to plant instead of materials and supplies. This oil has 
since been used. 
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Miscellaneous under this caption includes maintenance 
expenses, repairs, and other items charged to plant in error. 

Adjustments of Retirements are summarized and dis¬ 
cussed in the following categories and amounts: 


Plant 

Nature of Adjustment Credit 

Inventory Adjustments . $56,286.21 

Over and Under Retirements. 93,659.45 


Total .$149,945.66 


Inventory Adjustments: 

Vo. G-522 Adjustments to 12-31-39. $58,665.13 

Vo. M-530 Correction of above. 473.04 

Vo. M-530 Adjustments—year 1940. (1,899.20) 

Vo. M-531 Adjustments—year 1941 . . (952.76) 


Total . $56,286.21 


( ) indicates debits 

These adjustments arose through a comparison of physi¬ 
cal inventories and pipe line maps with quantities shown 
on the books of account after reclassification, and include 
both overages and underages. In its report filed with the 
Commission in response to Order No. 73, (page 49) the 
company states, “The adjustments under this heading in- 
[2114] volved property which it was the company’s policy 
to capitalize. It does not include the restatement of items 
which were originally charged to expense. The nature of 
the items restated are those which were removed from one 
location to another without a book transfer.” 

While the examiners have accepted the company’s theory 
that these adjustments are primarily due to unrecorded re¬ 
tirements and have so treated them in this report, it is be¬ 
lieved that such adjustments will follow the construction 
of plant rather than the retirements. Hence these adjust¬ 
ments have been allocated to the average date of construc¬ 
tion, year 1930, for purposes of this and the chapter on 
Depreciation Reserve. 









Over and Under Retirements: 


Vo. G-522 Adjustments to 12-31-39 ... $65,740.08 

Vo. M-530 Correction of above. 4,478.05 

Vo. M-530 Adjustments—year 1940 .. 14,167.43 
Vo. M-531 Adjustments—year 1941 .. 9,273.89 


Total . $93,659.45 


These adjustments are corrections of recorded retire¬ 
ments and include $21,399.80 of undistributed overheads jap- 
plicable to property retired which the company failed to in¬ 
clude when making retirements of related property items. 

For the purpose of this and the chapter on Depreciation 
Reserve these adjustments are deemed to have been nuiide 
on the average date of all retirements, year 1937. 


Plant Summaries 

The foregoing plant studies have been summarized on 
Schedule 4, which shows the historical development of the 
plant account. Additions, retirements, year-end balances, 
and reclassification adjustments are shown on this schedule 
[2115] for each year from 1929 to 1942. The totals on tins 
schedule support and agree with the line on Schedule 2 
“Total Gas Plant in Service (Excluding Transportation 
Equipment).” 

Schedules 4A to 4E follow and are similar in form | to 
Schedule 4. These show information for each of the func¬ 
tional plant groups, as follows: 

4A—Transportation Equipment 
4B—Intangible Plant 
40—Transmission Plant 
4D—Distribution Plant 
4E—General Plant 

l 

The totals of each of these also support and agree with 
the appropriate functional plant totals shown on Schedule 
3. 

I 

Construction Work in Progress 

This account as shown on the books at December 31, 19*42 
totalled $122,796.78, which includes $54,348.66 of equipment 
charged to this account and credited to “Retirement Work 
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in Progress.” Inasmuch as “Retirement Work in Prog¬ 
ress” had not been charged with these items at this date, 
these amounts still remained in plant account. Thus the 
bona fide construction work in progress was $68,448.12, rep¬ 
resenting mostly work in connection with rearrangement and 
enlargement of existing facilities. 

[2116] Chapter III 


Reserve for Depreciation 
Reserves per Books 

The depreciation reserves on the books at December 31, 
1942 were as follows: 


250.11 Reserve for Depreciation of Gas Plant 


in Service 

Transportation Equipment. $ 37,192.89 

Other Plant. 9,096.177.22 


250.13 Reserve for Depreciation of Gas Plant 

Held for Future Use. 

251.1 Reservefor Amortization of Other Limited 


Term Gas Investments 

Gas Plant in Service. $11 ,369.75 

Gas Plant Held for Future.Use.... 84.27 


253 Reserve for Depreciation of Other 
Physical Property. 


$9,133,370.11 

254.65 


11,454.02 

10.615.43 


Total 


$9,155,694.21 


Schedule 5 presents an historical summary of the com¬ 
bined reserves as reflected on the books. This schedule 
shows the provisions for depreciation, company’s adjust¬ 
ments, retirements, salvage, miscellaneous debits and cred¬ 
its and balances for each year from 1929 to 1942. 

Provisions and Company’s Adjustments: The company 
began making provisions for depreciation of its plant in 
November 1929. For the last two months of 1929 and the 
year 1930 provisions were made at the rates of 5% per 
annum on all depreciable plant balances except transporta¬ 
tion equipment which has been computed at 25% per annum 
from November 1929 to December 1942. For 1929 and 1930 
the company classed as non-depreciable plant: land, rights- 
of-way, organization and undistributed construction ex- 
[2117] penditures. In January 1931 the company began 
to amortize rights-of-way at 5% per annum and the reserve 
was adjusted to make this provision retroactive to January 
1930. This rate has continued to December 1942. 









In July 1931, the company adjusted the rates, retroactive 
to January 1931, for Structures to 7 1 /&%, Office Equipment 
and Tools to 10%, Meters to 7and Undistributed Con¬ 
struction Expenditures to 5%. 

In 1932 a new method of booking depreciation was insti¬ 
tuted, and made retroactive to January 1,1930, whereby the 
provisions as computed on depreciable plant at straight jine 
rates of 4% were adjusted to the ratio that annual sales in 
M. C. F. of gas bore to 25,000,000 M. C. F. (70% of line 
capacity). 

The straight line rates used in this formula were: 


Leaseholds 

5% 

Automobiles 

25% 

Aero Equipment 

50% 

Office Equipment and Tools 

10% 

All Other 

4%—adjusted by ratjo 


of sales to 

25,000,000 M. C F. 

[ 

I 

This practice continued to the end of 1935. In 1936, M^hen 
sales exceeded the 25,000,000 M. C. F. in the formula, jj r °- 
visions were made on the above rates without adjustment 
and this procedure continued to the end of 1942. In 1936 
rights-of-way were classed as depreciable property and pro¬ 
vision made therefore at 3M>% per annum retroactivi to 
January 1935. This rate has been used to December 1042. 
In computing the provisions, at times monthly plant bal¬ 
ances were used, and in some years the year-end balances 
were used. In 1942 the provision was based on the average 
of the plant balances at January 1, and December 31. 

[2118] Retirements and Miscellaneous Debits and Credits: 
Individual records have been maintained on automotive 
equipment and upon the retirement of one of these unitsj the 
reserve has been charged only with the depreciation accrued 
thereon. Any profit or loss, computed by taking into Con¬ 
sideration the salvage and accrued depreciation, has been 
charged or credited to surplus or income deductions. 

From 1930 through 1935 the company maintained ani ac¬ 
count called “Depreciation Realized and Loss on Property 
Retired” against which retirements of all property other 
than automotive equipment were charged and to which'the 
salvage was credited. The balance remaining in this accdunt 
at the end of each year was cleared by charging the retire- 
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ment reserve with a portion thereof represented by the ratio 
of the reserve balance to the plant balance at the beginning 
of the year applied to the respective charges to this account 
during the year. The remaining balance was then trans¬ 
ferred to surplus. In 1936 this account was cleared differ¬ 
ently in that retirement losses were charged entirely to the 
reserve but losses resulting from sales of fixed capital assets 
were allocated in the above manner. In 1937 the use of this 
account was discontinued, but the same principles were ap¬ 
plied as for the year 1936, with entries made directly to the 
depreciation reserve and income deduction accounts. This 
practice has continued to December 31, 1942. 

In the preparation of Schedule 5 the entries to the depre¬ 
ciation reserve, the above-mentioned depreciation realized 
accounts and the direct entries to the depreciation reserve in 
the latter vears were combined to show the full effect of the 
company’s retirement accounting in the one schedule. The 
[2119] “Miscellaneous Debits and Credits” column on this 
schedule represents the net amount of retirement losses 
charged or credited to other accounts than the depreciation 
reserve. 

It has been the company’s policy through 1941 to charge 
expense with the cost of removing property. It has also 
been the company’s policy to consider as a retirement many 
small items not presently considered as retirement units 
except in the telephone accounts where pole replacements 
have been considered as expense. The company has gen¬ 
erally accounted for reused material at its original cost. 

Retirement Work in Progress: At December 31, 1942, 
this account had a credit total of $55,646.88. Items amount¬ 
ing to $57,822.57 had been credited to this account and 
charged to Construction Work in Progress, and Materials 
and Supplies before these items had been charged to this 
account from plant. Adjusting the book total by this 
amount leaves a debit balance of $2,175.69, representing for 
the most part the removal of a meter building and equip¬ 
ment from line A-101, and the cost of removal of equipment 
from Nuckles Compressor Station. This balance is adjusted 
by reversing company’s entry against Work Order B-24, 
Vo. M-529, which charges $2,775.15 of cost of removal of 
equipment within boundaries of U. S. Engineers Branch 
Depot at Granite City to Contributions in Aid of Construc¬ 
tion. 
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Depreciation Reserve Adjusted j 

The reserve for depreciation applicable to all gas plant 
in service excepting transportation equipment has b^en 
recalculated by the examiners using a 3.5% depreciation 
rate in order to show the depreciation expense for the 
[2120] years 1940,1941 and 1942, and the resulting amount 
of accrued depreciation to December 31st of each of those 
years. 

For purposes of this report the book balance of deprecia¬ 
tion reserve for transportation equipment and the booked 
annual provisions have been accepted as correctly measur¬ 
ing the depreciation accrued at December 31st and as dor- 
rectlv measuring the exhaustion of service life applicable 
to transportation equipment for the vears 1940, 1941 and 
1942. 

In Schedule 6 is presented the recalculated reserve for 
gas plant in service, except transportation equipment, j by 
years from 1929 to 1942 showing provisions, retirements, 
salvage and year-end balances. 

Provisions were calculated by applying an annual rate! of 
3.50% to the over-all average plant balance as adjusted. 
“Average” as herein used means the sum of the balances!; at 
the beginning and ending of the year divided by two. For 
the year 1929, plant was assumed to have been completed] as 
of December 1, and depreciation was provided only for the 
month of December which was the first full month of opera¬ 
tions. “As adjusted” means the balances per books plus 
or minus the company’s reclassification adjustments I as 
explained in Chapter II—Gas Plant In Service. 

Retirements charged to the reserve in this schedule [in¬ 
clude all retirements found by the examiners in the plant 
study and analysis of the depreciation reserve accounts Ion 
the books plus the company’s adjustments of recorded re¬ 
tirements and those termed “Inventory Adjustments.” 

Salvage credited to the reserve includes the cost of retij-ed 
items charged to materials and supplies or to other accounts 
and cash receipts for items sold. 

[2121] Cost of Removal has been charged to the reserve in 
amounts that could be identified as this type of expense. |As 
stated heretofore, costs of removal were charged to expense 
on the company’s books through 1941, and no record \|as 
made which segregated or identified this type of expense 
until the company began its work order system in 1^41. 

i 
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Costs of removal were expensed in that year, but were first 
collected in retirement orders. These amounts are con¬ 
sidered reserve charges in this study. The company treated 
removal costs as reserve charges in 1942. The other re¬ 
moval costs shown on Schedule 6 for the year 1938, arose 
through the Dupo Canal crossing work and were discussed 
in Chapter II. 

No adjustment has been made for removal costs expensed 
in earlier years. The total of the retirements shown on 
Schedule 6 is $993,644.74. Removal costs have been charged 
for the years 1941 and 1942 which show amounts of $51,699.27 
and $125,978.29, respectively. There were no costs as¬ 
sociated with the sale of the suction line in 1937 which ac¬ 
counts for $502,337.75 of the total retirements. Thus $680,- 
011.31 of the retirements are accounted for, leaving 
$313,633.43 of retirements with which no costs of removal 
are associated. Included in this amount are retirements of 
office equipment, meters, etc., which entail little, if any, cost 
of removal when retired. 

The examiners’ reserve calculations, (Schedule 6) include 
items for which the company maintains a separate reserve, 
viz: “Amortization of Limited Term Gas Investments.” 

Schedule 7 is the examiners’ adjusted reserve for De¬ 
preciation of Gas Plant Held for Future Use, and is calcu¬ 
lated on plant so classified by the company with an annual 
rate of 3.50^. 

[2122] Schedule 8 is a summary of the Transportation 
Equipment Depreciation Reserve as it is reflected on the 
books of account. 

Comparison of Book and Computed Depreciation Reserves 

During the course of the investigation it was found neces¬ 
sary to make several correcting entries to the depreciation 
reserve as it was reflected on the books. These are de¬ 
scribed on Schedule 22, summarized on Schedule 23, and 
total $130,253.90. This total includes $124,405.21 which is 
presently carried in Account 107—Gas Plant Adjustments. 
Reflecting these adjustments, a comparison of the adjusted 
book reserves to the computed reserves is as follows: 




Book Reserves 


Reserve 

Plant in Service. 

Transportation Equip. 

Future Use. 

Per Books 
(Schedule 5) 

. $9,107,546.97 

37,192.89 
338.92 

Adjustment 
(Schedule 22) 
($130,253.90) 

Adjusted 

$8,977,295.07 

37,192.89 

338.92 

i 

Total. 

. $9,145,078.78 

($130,253.90) 

$9,014,824.88 


Computed Reserve 

-1 - 

Plant in Service (Sch. 6). 

Transportation Equipment (Sch. 8). 

Future Use (Sch. 7). 


$9,025,470.93 

37,192.89 

45^.18 

Total. 



$9,063,11^.00 

Difference. 



$ 48,29(1.12 


For purposes of this report, in order to harmonize the 
annual and accrued depreciation amounts, the reserve ber 
books lias been adjusted to reflect the above differencer by 
transferring that amount from surplus on examiner’s ad¬ 
justing entry No. 12. 


[2123] Chapter IV 

Revenues and expenses 

In January 1942 the company adopted the Federal Poiver 
Commission Uniform System of Accounts. Prior theifeto 
the revenues and expenses were recorded on the bboks 
under the accounting svstem outlined bv the 1923 Vfest 
Virginia Uniform Classification of Accounts, modified to 
suit the company’s operations. Since this chapter deals 
with revenues and expenses for the three-year period 
1940-1942, the examiners have reclassified the income 
statements for 1940 and 1941 so that the three-year com¬ 
parative statements herein are in substantial conformity. 

Prior to August 1, 1943 accounting was performeq in 
both St. Louis and New York Offices of the company. 'jThe 
St. Louis books reflected, generally, plant and refitted 
reserves and operating revenues and revenue deductions, 
excepting income taxes. The New York books reflected |the 
accounts for capital stock, surplus, long-term debt find 
expense, and income taxes. As of July 31, 1943 all of jthe 
accounting was consolidated in the St. Louis Office. 

In December 1936 the company began making monthly 
payments to Gas Companies Incorporated, a subsidiary of 
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Standard Oil Company (N. J.), of $1,200.00 per month. 
This amount was paid through December 1939. For the 
years 1940 and 1941 the amounts paid were $1,500.00 per 
month, and for 1942, $1,750.00 per month. An inquiry 
concerning these payments was made of company officials 
and the following replv was received from Mr. E. E. Du 
Vail: 

“The agreement with Gas Companies Incorporated 
is an oral arrangement. 

[2124] “The agreement with Gas Companies Incor¬ 
porated provides for the furnishing of consulting and 
advisory services as to management and administra¬ 
tion, and as to all matters in connection with the pur¬ 
chase, transportation and sale of natural gas by Missis¬ 
sippi River Fuel Corporation. 

“Gas Companies Incorporated operates on a cost 
basis. Mississippi River Fuel Corporation, as well 
as Interstate Natural Gas Company, Inc., Colorado 
Interstate Gas Company and Hope Producing Com¬ 
pany, is charged flat amounts based on estimates of 
the amount of work done, but without cost accounting 
or cost records being kept; the balance of the expenses 
of Gas Companies Incorporated are allocated and 
divided on a percentage basis among Hope Natural 
Gas Company, The River Gas Company, The Peoples 
Natural Gas Company, The East Ohio Gas Company, 
New York State Natural Gas Corporation and Domes¬ 
tic Coke Corporation. We have maintained no time 
records and have no way of determining what might 
be called the exact cost of those services. In recent 
cases before the Federal Power Commission, in Dockets 
Nos. G-124 and G-149, charges made for services so 
rendered to Colorado Interstate Gas Company and 
Interstate Natural Gas Company, Inc. were accepted 
by the Commission as being proper charges for oper¬ 
ating expenses.” 

These payments ceased in October 1943 after one-half 
month’s payment of $875.00 was made. No adjustment 
has been made in this report on account of this item since 
other corporate changes effective in October 1943 resulted 
in increased salaries for the President, Treasurer, and 
Assistant-Treasurer, and the employment of Mr. W. A. 



Dougherty as General Counsel which approximately equal 
the amount previously paid to Gas Companies, Incorpo¬ 
rated. It is noted that for two months after the payments 
to Gas Companies, Incorporated, had ceased, the same 
amounts, $1,750.00 per month, were paid to Consolidated 
Natural Gas Company. There are no details concerning 
the nature of the services rendered by the latter company 
on the invoice, but the Treasurer, who approved the invoice, 
stated that the payments were for services rendered in [con¬ 
nection with changes in the employee retirement program. 


[2125] Description of Schedules 

The schedules presenting the results of the company’s 
operations for the three-year period 1940-1942, inclusive, 
are numbered 10 to 21, inclusive. Each of these schedules 
shows comparative figures for the three-vear period per 
books, the examiners’ adjustments applied to accounts 
affected and the resulting comparative figures after adjust¬ 
ment. 


Net Operating Revenues: Schedule 10, which conirols 
this group of operating accounts, is a condensed indome 
statement. This statement shows the net operating 
revenues were as follows: 

1940 1941 19^2 

Per Books. $1,267,718 $1,475,605 $ 986,933 

Examiners’ Adjustments. 225,515 138,410 29f4,664 

-- -I- 

As Adjusted. $1,493,233 $1,614,015 $1.28^,597 

— . . i . — 

l 

The decline in net operating revenues in 1942 as compared 
to 1941 is caused by the increase of approximately $650,(X)() 
in Federal income and excess profits taxes. 

Gas Sales: Schedule 11 is a summary of gas sales. |t is 
divided to show industrial sales and sales to other gas 
utilities, the average revenue for M. 0. F. for both of these 
groups and the states in which sales were made. 'jThis 
schedule is summarized as follows: 


Year 1940 


Particulars Industrial 

M. C. F. sold. 27,376,711 

Per cent of total. 75.31 

Revenue. $4,583,542 

Per cent of total. 67.41 

Average revenue per M. C. F.— 4 . 16.74 


Gas Utilities T<j>tal 

8,975,812 36,352,523 

24.69 100.00 

$2,215,928 $6,799,470 

32.59 100.00 

24.69 t8.70 

I 
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Year 1941 


Particulars 


Industrial 

Gas Utilities 

Total 

M. C. F. sold. 

• • < 

. 32,534,484 

9,786,681 

42,321,165 

Per cent of total. 

• • • 

. 76.88 

23.12 

100.00 

Revenue. 

• • • 

. So.670,696 

S2,514,142 

$8,184,838 

Per cent of total. 

• • • 

. 69.28 

30.72 

100.00 

Average revenue per M. 

C. 

F.— i. 17.43 

Year 1942 

25.69 

19.34 

M. C. F. sold. 


. 31,845,326 

12,166,784 

44,012,110 

Per cent of total. 

• • < 

. 72.36 

27.64 

100.00 

Revenue. 

• • • 

. $5.743,016 

$3,102,298 

$8,845,314 

Per cent of total. 

• • • 

. 64.93 

35.07 

100.00 

Average revenue per M. C. F.— t. 18.03 

M. C. F. above on contract pressure base. 

25.50 

20.10 


Other Gas Revenues are shown on Schedule 12. The 
examiners have adjusted the amounts shown by the books 
to include severance and gathering taxes billed to customers 
and revenue from fuel oil sales which is used by some cus¬ 
tomers in lieu of gas at times of system peak loads. In the 
company’s accounting for these items expenses were 
credited. 

Gas Purchased and Gas Used in Operations are shown 
on Schedule 13. The total M. C. F., average rate, and 
amount of purchase from each supplier are shown. 

Purchased Gas Expense is shown on Schedule 14. The 
examiners have adjusted the book figures to include the 
cost of fuel oil purchased by customers for use during 
system peak periods, and to restore to this account amounts 
of severance and gathering taxes billed to customers and 
credited hereto. 

f 2127] Other Operating Expenses and adjustments thereto 
are shown by functional groups and by primary accounts 
on Schedule 15. 

Taxes paid and accrued for each class of tax are shown 
on Schedules 16, 17 and 18, together with adjustments for 
over or under accruals. A foot-note on Schedule IS indi¬ 
cates that the Federal Income Tax has been adjusted to the 
cash paid or payable. This was done to follow’ a consistent 
method in making the tax adjustments. However, the com¬ 
pany has made an application for relief under Sec. 722 of 
the Revenue Act of 1942 and filed Form 991 (U. S. Treas¬ 
ury Department) in which it seeks to recover excess profits 
taxes paid for 1940 and 1941 in the amounts of $23,873.94 
and $263,875.24 respectively and to reduce the taxes pay¬ 
able for 1942. 











The amount of this tax expense for the three years hbre 
under review is dependent upon whether the Treasury de¬ 
partment accepts or rejects the company’s application for 
relief. (Other factors may also influence the final deter¬ 
mination such as the audit of the report by Treasury agents 
and the provisions in the law for a two-year carry-over jor 
carry-back of unused excess profits credit.) 

The accrual charged to expense for 1942 exceeds the tjax 
which will be paid in either case, while the amount of the 
cash payments for 1942 may be more or less than the cor¬ 
rected expense. This is shown by the following: 

Income and Excess Profits Taxes—1942 


Charged to expense.$1,427,67 

Per cash payments. 1 

Per income tax return. 

Per application for relief. 1,117,657 


[2128] For a more complete discussion of these taxes 
tention is invited to the exhibit, “Excess Earnings.” 

The City of St. Louis passed an ordinance (No. 4132^) 
in 1938 providing for a license tax of 5% of gross receipts 
to be paid by persons, firms or corporations engaged in the 
business of distributing and selling natural, artificial, pr 
mixed natural and artificial gas in St. Louis. This tax was 
to be in lieu of any other license or occupation tax. 

Mississippi has continued to pay the license tax but has 
refused to pay taxes under the above ordinance. The ci)tv 
is presently engaged in litigation to recover a sum in ex¬ 
cess of $200,000 from Mississippi for the period from 19^8 
to 1943. This tax amounts to approximately $55,000.00 per 

vear. 

* 

The examiners have not provided for this tax in this re¬ 
port, since the outcome of the litigation is still in douljt, 
and because this tax is applicable entirely to direct indus¬ 
trial sales. Most of the sales contracts with this class of 
customer provide that additional taxes may be passed on {o 
the customer. If this option were not exercised, the com¬ 
pany’s liability for Federal Income taxes would be lessened 
because of the payment of this license tax. 

Examiners’ Adjustments to income accounts have beejn 
summarized in journal entry form and are shown on Schecjl- 
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ule 20 and summarized by accounts on Schedule 21. These 
entries are numbered consecutively and for the most part 
are believed to be self-explanatory. 

In addition to the explanations appended to entries 4 and 
5, which adjust the company’s accounting for the purchase 
[2129] of retirement annuities for employees, an outline of 
the company’s employee retirement program is pertinent 
to this report. 

On January 27,1939 (retroactive to January 1, 1939) the 
company entered into a retirement annuity agreement with 
Aetna Life Insurance Company for the benefit of its em¬ 
ployees. The agreement specified a dual premium payment: 

1. The employee to contribute a portion of his earn¬ 
ings (limited to a minimum of 2 % and a maximum of 
5 c /c) which would be matched dollar for dollar by Mis¬ 
sissippi and both paid to Aetna for purchase of retire¬ 
ment annuities. These payments are termed in the 
agreement as “Current Service Premiums.” 

2. Mississippi to purchase, entirely at its own ex¬ 
pense, a monthly retirement annuity for each employee 
based on his past service with Mississippi. This was 
computed at 1% of his current earnings for each year 
of service prior to January 1, 1939. As an example, 
an employee making $100.00 per month with three years 
of service would be entitled to $3.00 per month retire¬ 
ment annuity upon attaining retirement age. The cost 
of this $3.00 annuity varies with the employee’s attained 
age when purchased but for a male aged 40, is approxi¬ 
mately $150.00, per schedule in the agreement. The 
total cost was paid in monthly installments of $2,027.91 
which began in January 1939 and ended in March 1943. 
These payments are termed in the agreement as “Past 
Service Premiums.” 

A number of Mississippi’s employees had been employed 
formerly by subsidiaries of Standard Oil Company (N. J.). 
Certain of these employees had accumulated credits in that 
company’s annuity plan. Mississippi protected these cred¬ 
its by a rider, dated December 1,1939, attached to the above 
agreement, plus a payment of $9,380.05 to Equitable Life 
Assurance Society. 




If Mississippi had elected to pay cash for these additional 
[2130] credits the cost at December 31, 1939 would ha|ve 
been $239,477.90 against which certain cash credits Re¬ 
ceived from Standard Oil’s annuity office totalling $98,- 
185.23 should have been applied. Hovrever, Mississippi 
elected to pay $72,879.49 in cash and the balance in ten yea rs 
at $1,510.87 per month. This payment is termed in the 
agreement as “Additional Past Service Premium.” 

The examiners have allowed the cost of the “Current 
Service Premiums” as current operating expenses for pur¬ 
poses of this report, but have deemed the “Past Service 
Premiums” and “Additional Past Service Premiums”!to 
be applicable to the period prior to 1940 and have charged 
these payments to a liability account created, as of dates 
of the agreements, by charges to surplus. 

It will be noted that each of the adjusting entries is in 
excess of $1,000.00. Additional corrections of smaller 
amounts were noted during the course of the investigation 
but were not made in this report since the amounts are often 
off-setting and tend to cancel each other, and for the further 
reason that numerous small entries serve no practical pur¬ 
pose in a study of this nature and often obscure the final 
results. 


Examiners’ Adjustments to balance sheet accounts ajre 
summarized in journal entry form and are shown on Sched¬ 
ule 22. These adjustments are identified by numbers iin 
the 100 series, and represent corrections only to those ac¬ 
counts affecting net capital investment. Both series of 
adjustments have been summarized on Schedule 23 to sh<|>w 
the effect of these entries on the balance sheet at December 


31, 1942. 

[2131] Chapter V j 

Working Capital j 

The working capital requirements of Mississippi River 
Fuel Corporation necessary for the conduct of its business 
is estimated to be $430,000. This is the total of its average 
of materials and supplies balances for the year 1942 pl[us 
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forty-five days of adjusted operating expenses less gas 
purchased, taxes and depreciation, as follows: 


Operating expenses excluding depreciation and 

taxes (Sch. 10). $5,245,651 

Deduct: 

Gas purchased (Sch. 13). $3,682,071 

Fuel oil purchased (Sch. 19). 85,329 

Severance and gathering taxes (Sch. 14). 155,495 3,922,895 


Operating expenses after above deductions 


$1,322,756 


45/360 of above. $ 165,344 

Average of Materials and Supplies balances—year 1942 . 260,562 

Total. $ 425,906 

Say. $ 430,000 


Depreciation has been omitted because it does not require 
a cash outlay. Taxes, with minor exceptions, are not pay¬ 
able until the year following that to which applicable. The 
gas purchase contracts specify the date of payment as the 
20th of the month following that in which gas was delivered. 
While these gas payment checks are mailed in some months 
as early as the 17th in order to be in the hands of the sellers 
on the 20th, an analysis of cash receipts from gas sales by 
dates shows that collections plus the above working capital 
allowance is ample to provide for these payments and all 
[2132] other cash disbursements for expenses before they 
become due. 

In the analysis of cash receipts the months of January, 
June and December were used. This shows that the aver¬ 
age date of receipt of cash from sales is the 17th of the month 
following that in which gas deliveries were made. 

A comparison of the cash disbursements with the recom¬ 
mended working capital allowance plus collections for the 
month of June 1942 is as follows: 
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Accumulated Accumulated Cash Receipts 




Cash Disburse¬ 






Date 

ments for 

From 

From 


Balance 



Expenses from 

Working 

Sales 

Total 

Cash, on 



June 1 

Capital 

Collections 


Hand 

July 3 1 .. 

.. $106,673 

$165,000 

$ 1,097 

$166,097 

$59,424 

U 

6.. 

106,673 

165,000 

22,131 

187,131 

80,458 

U 

7.. 

106,673 

165,000 

25,318 

190,318 

83,645 

a 

9.. 

107,274 

165,000 

39,783 

204,783 

97,o09 

u 

10.. 

109,202 

165,000 

75,272 

240,272 

131,070 

u 

13.. 

110,346 

165,000 

277,332 

442,332 

331,986 

u 

14.. 

110,346 

165,000 

297,961 

462,961 

352,615 

u 

15’.. 

142,223 

165,000 

314,274 

479,274 

337,051 

<4 

16.. 

142,257 

165,000 

526,859 

691,859 

549,602 

a 

17 3 .. 

426,909 

165,000 

530,994 

695,994 

269,085 

u 

20.. 

427,025 

165,000 

573,017 

71S,017 

290,992 

a 

22.. 

427,467 

165,000 

598,710 

763,710 

336,343 

*4 

28.. 

429,939 

165,000 

647,984* 

812.984 

383,045 


1 Date of first collection of revenue for prior month’s sales. 

a Semi-monthly payroll paid. 

3 Gas purchases for prior month paid. 

*$647,984 collected in July plus $168.00 collected in August equals $648,1152 
total gas sales for June. 

The allowance for materials and supplies is the average 
of the 1942 monthly balances per books of all materials aijd 
[2133] supplies accounts, which are: St. Louis warehouse, 
main-line warehouses, stations warehouses and the material 
loaned and repairing account. An analysis of the materials 
and supplies issuances for the year 1942 indicates that, ex¬ 
cept for lubricating oil in stock at the compressor station)*, 
a substantial portion of materials and supplies stocks aiie 
held for construction purposes rather than operations. This 
was also indicated by the voucher analysis of operating 
expenses, which showed that materials purchased for oper¬ 
ations were charged directly to expenses from purchase 
vouchers. 

No special allowance has been computed for minimurji 
bank balances, prepayments or contingencies. The allowj- 
ance above is deemed sufficient to cover such items; morel- 
over, the collection of taxes far in advance of payment tendl* 
to build large cash balances which are available for workr 
ing capital and other purposes. The average of the ta^: 
accrual account for the year 1942 was $1,421,673. 

[2134] Ernest B. Blease, 

Chief Examiner of Accounts. j 

Edward L. Dunn, 

Approved: Chief Examiner of Accounts. 


W. E. Baker, 


Chief Accountant. 


Chas. W. Smith, 

Chief, Bureau of Accounts, Finance and Bates. 
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[2187] Exhibit No. 2 

FEDERAL POWER COMMISSION 
Docket G-462 

In Re: Mississippi River Fuel Corporation, et al. 


Computation of Net Operating Revenue in Excess of 6M>% 
Rate of Return on Net Investment Rate Base, Showing 
Excess Gross Revenues After Federal Income Tax Sav¬ 
ings 


Mississippi River Fuel Corporation 
Year 1942 

Bureau of Accounts, Finance and Rates 
Division of Accounts 


[2188] Docket G-462 

Mississippi River Fuel Corporation 
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[2189] Docket G-462 

Mississippi River Fuel Corporation 

I 

Purposes of This Exhibit 
The purposes of this exhibit are to show: 

1. The calculation of Federal income taxes afteij 
reduction of earnings to a return of 6^4% on the netj 
investment in plant. 

2. A comparison of the adjusted operating revenuej 
for the year 1942 with earnings at 6V>% on the net in-j 
vestment rate base. 


3. Information developed by the company in its claim! 
for relief under Sec. 722 of the Internal Revenue Code. 
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Explanation of Schedules 

Schedule 1 shows the net investment rate base and com¬ 
pares the return thereon at an assumed rate of 6M>% with 
the adjusted net operating revenues as follows: 

Adjusted net operating revenues.$1,281,597 

Return at 6M>% of net investment rate base.. 926,173 


Excess before adjustment of income taxes. . . 355,424 

Income tax adjustment. 921,383 


Excess earnings .$1,276,807 


The excess earnings are based on Mississippi River Fuel 
Corporation’s operations for the year 1942 and do not in¬ 
clude savings resulting from the Commission’s order No. 
90 to United Gas Pipe Line Company which reduced the 
price of gas that Mississippi buys from that company and 
which became effective as of April 1. 1943. 

This order reduced the gas cost per M.c.f. from an aver¬ 
age of 8.23^, including severance and gathering taxes, to 
an average of approximately 6.04^. On the basis of the 
1942 volume purchased this represents a saving of approxi¬ 
mately $398,000.00. 

[2190] The 6M>% rate of return used in this comparison 
is for illustrative purposes only. 

Schedule 2 shows the calculation of Federal income taxes 
after eliminating the excess of adjusted operating revenues 
over return at 6 J /<>% of the rate base. This schedule shows 
that the over-all reduction in revenue of $355,424 will be 
accompanied by a reduction of tax expense of $921,383. 

The tax rate used in this computation is 40%. This is 
the effective rate for the year 1942 upon which the accruals 
for expense and the payments to the Bureau of Internal 
Revenue were made. No allowance has been made for 
excess profits taxes since a reduction of revenues to permit 
a return of 6M>% would lower the company’s taxable net 
income below its excess profits credit for tax purposes. 

Schedule 3 gives effect to the elimination of excess 
revenue and to the resulting tax saving. This schedule 
also shows the reconciliation of the net income, after 
eliminating these excesses, to taxable net income. 
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Company’s Application for Relief Under 
Sec. 722 of Internal Revenue Code 

Schedules 4, 5 and 6 present certain pertinent details 
of the company’s income tax return for 1942 and of!its 
application for relief. Schedule 4 is a reconciliation 
between book net income and taxable net income for the 
year 1942. Schedule 5 shows the basis for calculation of 
the excess profits tax and the adjusted liability as recorded 
on the books of account, and Schedule 6 shows the bs.sis 
[2191] for the company’s claim for increase in its excess 
profits tax credit. 

It is not considered necessary to reproduce here the 
voluminous detail accompanying the relief application since 
the excess profits credit set out in the original returij is 
sufficient to cover taxable net income after elimination! of 
profits in excess of 6M>% on its rate base. 

It is of interest to note that the company claims that 
the earnings in the base period, years 1936-1939, inclusive, 
are not representative of normal earnings, and that full 
earning capacity was obtained by construction of additional 
facilities in 1938 and 1939 which became operative in [the 
early part of 1940. The company’s statement attached to 
its application for relief under Sec. 722 of the Internal 
Revenue Code follows: 

“Relief under Sec. 722 (b) (4) is claimed under [the 
following portion of the definition re: ‘Any change in 
the capacity for production or operation of the business 
consummated during any taxable year ending aflter 
Dec. 31,1939, as a result of a course of action to wb[ich 
taxpayer was committed prior to Jan. 1, 1940.’ 

“During the first four months of 1937, the taxpayer 
sold approximately 100 million cu. ft. of gas per day 
which utilized the full capacity of the pipe line. The 
total attached load of the pipe line approximated ^20 
million cu. ft. per day on peak days. As a result a 
considerable part of the attached load had to be cur¬ 
tailed or cut off on days of excessive demand through 
the winter season. It will be noted in all years that 
the peak day sales exceeded the capacity of the line. 
The excess gas on these days was taken from }ine 
storage. 

“For these reasons it was proposed that the com¬ 
pany install three booster stations on its pipe line, 



located as follows: one approximately 30 miles north 
of Perryville station, and one approximately 30 miles 
north of Glendale station, and one 30 miles north of 
West Point station. 

“Each of the booster stations was to consist of four 
engines, of 500 h. p. each. The total cost of these 
booster stations was estimated to be $330,000. 

[2192] “The completion of these stations would 
operate to increase the flow’ capacity of the line into 
the St. Louis district to 20 m MCF of gas per day. 

“These recommendations for additional facilities 
to increase the capacity of the pipe line w-ere presented 
to the Board of Directors at their meeting on May 6, 

1937. The construction of these facilities was ap¬ 
proved together w T ith the reinforcement of Perryville 
station by the addition of tw’o 1250 h. p. engines, 
scrubbers for the removal of salt, and a dehydration 
plant to remove water from the gas. 

“During 1937 the dehydration plant and the two 
additional 1200 h. p. engines were installed at Perry¬ 
ville and w T ere placed in operation December 15, 1937. 
Crossett station, approximately 35 miles north of 
Perryville station, w’as constructed and placed in 
operation December 17, 1937. Nuckles station was 
constructed and placed in operation on January 2S, 

1938. In 1939 a 625 h. p. engine w’as added at Perry¬ 
ville. However, no increase in capacity resulted in 1938 
or 1939 since the effective use of these facilities de¬ 
pended on the construction of Sherrill station which 
w*as under construction in 1939, but w’as not completed 
and ready for operation until January 11, 1940. 

“The full capacity of the line at the beginning of the 
base period January 1, 1936 was 99,400 MCF per day 
at 400 lbs. pressure. The construction program ini¬ 
tiated in 1937, but not finally completed and placed 
in operation until January 11,1940, was for the purpose 
of raising the pressure at w’hich the line vras operated 
to 425 lbs. This higher pressure increased the capacity 
of the line to 127,000 MCF per day. 

“It is clear from the foregoing construction program 
that prior to January 1, 1940, taxpayer was actually 
engaged in constructing facilities which led to a change 
of capacity for production and operation consummated 
after December 31,1939, thereby establishing a change 
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in the character of its business on December 31, 19.^9, 
thereby establishing a change in the character of its 
business on December 31, 1939. 

“Since these changes which increased the capacity 
for operation were not finally completed until after tjie 
base period, taxpayer did not realize its full earning 
capacity in the base period years. Hence, the ba$c 
period net income did not provide an adequate 
standard of normal earnings for the base period aijid 
the resulting excess profits tax of taxpayer was, therje- 
fore, excessive and discriminatory. These circuit- 
stances entitle taxpayer to the relief afforded by S<^c. 
722 (b) (4) which permits a redetermination of normftl 
earnings upon the basis of the operating level whiili 
normally would have been reached had such change 
been made prior to such year (see statement No. 5 fcfr 
operating level each year). 

“The fair and just standard of normal earnings fo 
be included as the constructive average base periqd 
net income attributable to such changes has been pre¬ 
pared and is submitted on statements 1 and 3. 

I 

[2193] “In Support of Interest Deduction j 

on Constructive Income Statement 

j 

“Taxpayer operated during the base period in ft 
large part on borrowed capital, having some $10,2661- 
000 of 1st Mtg. 6% Bonds and $3,010,000 of 6% Notes 
or a total borrowed capital of $13,267,000 outstanding 
January 1, 1936, compared with $6,552,000 of conimop 
capital stock issued and outstanding. In 1937 a neNv 
issue of First Mtg. 4% Pipe Line Bonds in the amount 
of $10,000,000 was issued on February 15 dated Feb¬ 
ruary 1st, and redeemable by an annual sinking fund of 
$667,000. The First Mtg. 6% Bonds issued in 192j) 
were retired on February 15, 1937, at which time the 
principal amount outstanding was $9,482,000. Sub¬ 
stantial reductions aggregating $2,535,000 in borrowed 
capital reduced the deductions for interest during thp 
excess profits tax taxable years (1940 to 1942, \n[ 
elusive) substantially below such interest deduction!; 
during the base period (1936 to 1939, inclusive). The 
amount of interest on borrowed capital so retire^ 
during the base period which has been deducted in 
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computing average base period net income has been 
eliminated as a deduction in computing constructive 
average base period net income. 

“The amount of interest eliminated as a deduction 
in computing constructive average base period net 
income is determined on Statement No. 4 attached 
hereto. 

“This relief is claimed under the provisions of Sec. 
722 (b) (5).” 

[2194] Docket G-462 Schedule 1 

Mississippi River Fuel Corporation 

Computation of Excess Revenue and Earnings in the Year 
1942 on the Basis of Return at 6M>% on the Net Invest¬ 
ment Rate Base at December 31, 1942 

Rate Base 


Gas Plant Amount 

In Service. $22,958,648 

Held for Future Use. 736 

Incomplete Construction. 68,448 


Total . $23,027,832 


Reserves for Depreciation 

Gas Plant in Service. $9,062,664 

Gas Plant Held for Future Use. 455 

Retirement Work in Progress. ( 4,951) 


Total . $9,058,168 


Net Plant . $13,969,664 

Working Capital. 430,000 


Sub-total . $14,399,664 

Deduct: Contributions in Aid of Construction 150,846 

Total Rate Base . $14,248,818 


Return at 6M>%. $926,173 
















Net Operating Revenues 
Operating Revenues . 

Operating Revenue Deductions: 

Gas Purchased. 

Purchased Gas Expense . 

Other Operating Expenses. 

Depreciation. 

Taxes—Federal Income . 

Taxes—Other. 


Net Operating Revenues 


$8,916,970 


$3,422,97^) 
263,95i 
1,558,730 
794,170 
1,293,235 
302,32$ 

i 

- 1 - 

$7,635,381 

I 


$1,281,597 


Excess of Net Operating Revenues over Return 
at 6M>% before adjustment of Income Taxes $355,424 
Income Tax Adjustment (Schedule 2) . 921,380 

-h 

Excess Revenue—1942 . $1,276,80|7 


() Denote red figures. 
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[2202] Exhibit No. 3 

FEDERAL POWER COMMISSION 
Docket G-462 

In re: Mississippi River Fuel Corporation*, et al. 

Report on* Plant Investment, Depreciation and Operations 
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Year 1943 

Bureau of Accounts, Finance and Rates 
Division of Accounts 

[2203] Docket G-462 

Mississippi River Fuel Corporation 

Table of Contents 


Description Original 

Written Statement . 1 


Comparative Results of Operations 1942-1943. ... 1 

Comparative Results of Operations 1940-1943 ... 2 

Excess Revenue—1943 . 2 

Plant and Depreciation Reserve Changes—1943 .. 2 

Federal Income Taxes—1943. 3 

Gas Purchase Adjustment 1940-1943. 3 

Comparative Income and Expense Statements 

1942-1943 . 4 

Schedules 

No. 

1 Comparative Statement of Net Investment 

as Adjusted at December 31, 1942 and 
1943 . 6 

2 Comparative Income Statements as Ad¬ 

justed Reflecting Current Contract Price 
for Gas Purchased from United Gas Pipe 
Line Company, Years 1940-1943, inclu¬ 
sive . 7 










Schedules 

No. Ori 

3 Application of Excess Revenue to Ad¬ 

justed Income Statement and Reconcili¬ 
ation of Adjusted Net Operating Reve¬ 
nue to Taxable Income, Year 1943. 

4 Summary of Gas Plant—December 31,1943 
.”) Summary of Computed Reserve for Depre¬ 
ciation of Gas Plant, December 31, 1943 

6 Excess Earnings on 1943 Operations over 

Return at 6 ! /> Percent on Net Investment 
Rate Base at December 31, 1943 after 
Calculation of Tax Adjustment. 

7 Reconciliation of Net Income per Books 

with Taxable Net Income for Federal 
Income Tax per Tentative Tax Return, 

Year 1943 . 

8 Cost of Gas Purchased from United Gas 
Pipe Line Company for the Years 1940- 
1943 adjusted to current Contract Prices 

[2204] 

9 Comparative Income Statement per Boows, 
Adjustments by Examiners and as Ad¬ 
justed—Years 1942 and 1943. 

10 Summary of Examiner’s Adjustments Af¬ 

fecting Revenue and Expense Accounts, 
Years 1942 and 1943 . 

11 Comparative Statement of Gas Service 

revenues, Years 1942 and 1943 . 

12 Comparative Statement of Other Gas 

Revenues, years 1942 and 1943. 

13 Comparative Statement of Gas Purchased 

and Gas used in Operations, excluding 
Severance and Gathering Taxes, vears 
1942 and 1943 .'.'. 

14 Comparative Statement of Gas Purchased 

Costs, including Severance and Gather¬ 
ing Taxes, years 1942 and 1943. 

13 Comparative Statement of Purchased Gas, 
Expense per Books and as Adjusted, 
Years 1942 and 1943. 
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Schedules 

No. Original 

16 Comparative Statement of Severance and 

Gathering Taxes on Gas Purchases by 

Companies, as Adjusted, Years 1942 and 

1943 . 22 

17 Comparative Statement of Severance and 

Gathering Taxes Billed to Customers, 

Years 1942 and 1943. 23 

18 Comparative Statement of Other Operat¬ 

ing Expenses per Books and as Adjusted, 

Years 1942 and 1943 . 24 

19 Comparative Statement of Tax Expense, 

Years 1942 and 1943 . 27 

20 Balance Sheet, per Books, December 31, 

1943 . 28 

[2205] Docket G-462. Mississippi River Fuel Corporation 

Written Statement 

This report on the company’s operations for the year 
1943 is a continuation of the accounting exhibits previously 
submitted for the Commission’s consideration under its 
order of investigation, Docket No. G-462. The schedules 
and examiners’ adjustments herein are similar in form and 
content to those previously submitted, except that the com¬ 
parative statements show the figures for 1943 and 1942 only, 
and the current contract price of gas purchased from United 
Gas Pipe Line Company has been substituted for the 
amounts appearing on the books. A four year statement, 
1940-1943, showing this latter adjustment is submitted 
herein as Schedule 2. 

Comparative Results of Operations 1942-1943 

Schedule 1 summarizes the changes in net investment and 
results of operations as follows: 


Increase or 

1943 1942 (Decrease) 

Plant. $23,246,126 $23,027,832 $218,294 

Depreciation Reserves. 9.812,661 9,058,168 754,493 


Net Plant. 13,433,465 13,969,664 ( 536,199) 

Working Capital. 430,000 430,000 . 

Contributions. ( 150,846) ( 150,846) . 


Net Investment. 13,712,619 14,248,818 ( 536,199) 


Return at 6)4%. 891,320 926,173 ( 34.853*) 

Excess Earnings. $ 2,000,484 $ 1,662,854 $337,630 

















[2206] Comparative Results of Operations 1940-1943 

Schedule 2 shows the comparative results of operations 
for four years, on the basis of the current United Gas Pifj>e 
Line Company gas purchase contract being stated retrp- 
actively to 1940 for comparative purposes. The schedule b 
summarized as follows: 


Net Op. Rev. Fed. Inc. Net Op. Rev. Aftqr 

Year Before Fed. Inc. Tax Tax Fed. Inc. Tax 

1940 . S2.086,342 $ 295,356 $1,790,986 

1941 . 2,610,764 620,527 1,990,237 

1942 . 2,972,669 1,293,235 1,679,434 

1943 . 3,258.208 1,735,000 1,523,208 


Excess Revenue—1943 


Schedule 3 shows the adjusted income statement for the 
year 1943 and the application of the adjustments to reduce 
the net operating revenue to a return of 6M>% of the net. 
investment, as follows: 

Adjusted net operating revenues. $1,523,2Q8 

Return at 6M>% of recommended rate base . . . 891,32|() 


Excess before adjustment of income taxes 
Income tax adjustment . 

Excess revenue—1943 . 


Plant and Depreciation Reserve Changes—194 


631,888 

1,368,5^6 


$2,000,48 


o 


c> 


Schedules 4 and 5 show the plant and reserve balances as 
of December 31, 1942 and 1943. The changes in tliesje 
accounts for the year 1943 are as follows: 

Plant, including future use and incomplete 

construction—increase . $218,292.5^) 

Depreciation reserves—increase. 754,492.36 


Net plant—decrease 


$536,199.77 


[2207] Federal Income Taxes—1943 

As of the date of this report the Treasury Department 
has not approved the company’s application for relief under 
Sec. 722, nor has the company prepared its income taic 
returns in final form for 1943. The $1,735,000 of Federajl 
Income Tax shown on the income statements in this repor]t 
is an estimate recorded on the books and is subject to adh 
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justment. In the calculation of allowable taxes after elimi¬ 
nation of excess revenues certain figures have been used 
(Schedule 7) which were taken from a tentative return 
prepared by the company. It is believed that these figures 
will be transferred to the final return without material 
change. 

Gas Purchase Adjustment 1940-1943 

As a result of the Commission’s action the contractual 
price of gas purchased from United Gas Pipe Line Company 
was reduced effective as of April 1,1943. In order to com¬ 
pare gas purchases and earnings for the four years under 
review the saving accomplished by this reduction has been 
computed on Schedule 8, and reflected on the comparative 
income statement, Schedule 2. 

Schedule 8 shows this saving to be as follows: 

Period Amount 

1940 $297,752.29 

1941 376,221.20 

1942 397,836.42 

Jan.—Mar. 1943 105,107.87 

[2208] Comparative Income and Expense Statements 1942- 

1943 

Schedules 9-19, inclusive, show the revenues, expenses, 
taxes, other income, other income deductions and examiners’ 
adjustments for 1943 and each item is compared with the 
similar 1942 item. 

These statements are similar in form and content with 
those previously submitted and discussed in the report 
entitled “Corporate and Financial History, etc.” 

[2209] Ernest B. Blease, 

Chief Examiner of Accounts; 

Edward L. Dunn, 

Chief Examiner of Accounts. 

Approved: 

IV. E. Baker, 

Chief Accountant; 

Chas. W. Smith, 

Chief Bureau of Accounts, 

Finance and Bates. 
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ooket G-462 


MISSISSIPPI RIVER FUEL CORPORATION 

OOI.TARATIVE STATE 3 T OF NET U.TESTMETT 
AS ADJUSTED AT DECEMBER 31. 1942 AKD IS4? 


Net Investment 


Reference 
to 1S43 
Schedules 


Decembor 31 _ 

1943 1942 


lanti 


Gas Plant in Service 

Gas Plant Held for 

Scl. 4 

£23,009,C36.89 

£22,956,647.52 

Future Use 

Sch. 4 

736.53 

736.53 

Incomplete Construction 

Sch. 4 

235,449.34 

68,448.12 

Total Plant 


23,£46,125.76 

23,027,832.17 


S8t 


b 


Schedule 1 


Increase 

q>r 

(Decrease) 


C SI 


292.37 


167,001.22 


;U01.< 

^93.! 


213,1293.59 


spreciation Reservei 


Gas Plant in Servioo 

Sch. 5 

9,796,215.55 

9,062,663.82 

733,551.73 

Gas Plant Held for 




I 

Future Use 

Sch. 5 

480.96 

455.18 

25.78 

Retirement Work in Progress 


15.964.01 ( 

4,950.84) 

20,|914.85 

Total Reserves 


9,812.660.52 

9,058,168.16 

754,^92.36 


st Flant 

13,433,465.24 

13,969,664.01 

( 536,1 

198.77) 

3rking Capital 

430,000.00 

430,000.00 

1 

| 

- 

Sub-total 

13,863,465.24 

14,399,664.01 

( 536, 

198.77) 

sductj Contributions in 
Aid of Construction 

150,846.34 

150,846.34 



st Investment 

$13,712,618.90 

$14,248,817.67 

($536,: 

198.77) 

sturn at. on Ket 

Investment 

$ 891,320.00 

* 926,173.00 

(5 34,1 

1- 

153.00) 

iccess Earnings 

Sch. 6 3 2,000,484.29 

$ 1,662,854.62 

$337,^29.67 


2210 


I 




I 


) Denoxe red figures 



I 
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cket G-462 


Schodulei 2 

I 


MISSISSIPPI RIVER FUEL CORPORATION 
COMPARATIVE INCOME STATEMENTS AS ADJUSTED 

reflecting current contract price for gas 

PURCHASED FROM UNITED JAS FIFE LINE COMPANY 
YEARS 1940 - 1943. INCLUSIVE 


Year Ended December 31 


1940 

1S41 

1942 

194^ 

$6,884,874.68 

$8,237,777.92 

$8,916,977.72 

;9,407,909.87 

2,571,428.45 

83,096.68 

2,956,579.05 

169,501.56 

3,079,988.33 

209,096.10 

j 

3,194,059.90 

212,138.39 

1,042,739.37 

1,412,316.32 

1,558,729.92 

1,612,^81.39 

765,405.43 

295,355.81 

275,862.91 

787,861.76 

620,527.34 

300,755.12 

794,172.92 

1,293,235.48 

302,321.38 

603,^99.67 

1,735,000.00 

327,722.59 

5,033,868.05 

6,247,541.15 

7,237,544.13 

7.084,701.94 

1,790,986.03 

1,990,236.77 

1,679,433.59 

1,523,^07.93 

6,955.17 

2,782.61 

6,631.37 

11,444.46 

1,797,941.20 

1,993,019.38 

1,686,064.96 

1,534,652.39 

458,911.47 

272,835.52 

204,661.12 

208,^63.42 


Partlculexa 

E HATING REVENUES 

EHATINU REVENUE 
DEDUCTIONSi 
las Purchased * 
Purchased Gaa Expense* 
Other Operating 
Expenses 
Depreciation and 
Amortisation 
Taxes - Federal Income 
Taxes - Other 
Total 

T OPERATING REVENUES 
HER INCOME 
OSS INCOME 
CO:E DEDUCTIONS 
T INCOME 


See Sohedule 8 for adjustment to reflect current contract price. 




SI,481,403.84 Si. 326,388.97 



2211 




i 

i 


i 




5nkut G-462 


Schedii 


le 3 


MISSISSIPPI RIVER FUEL CORPORATION 

APPLICATION OP EXCESS REVENUE TO ADJUSTED 
INCOME STATES.T AX'D RECONCILIATION OF ADJUSTED NET 
OPERATING REVENUE TO TAXABLE INCOME 
YEAR 1943 


j 

Before Excess 


Particulars 


PUPATING REVENUES 

■’SEATING REVENUE DSDUCTICJ.S i 
Operating Expenses 
Decree.ation and Amortization 
Taxes - Federal Income 
Taxes - Other 
Total 

ST OPERATING REVENUES 
InER INCOME 

Total 

ru£R n:co:3 deductions 

ST IN CO.’S 

SCONCILIATICN TO TAXABLE NET INCOME 

id i Federal Income Tax 

Tax report adjustments 

sductj Tax report adjustments 

Examiners 1 adjustments - ex¬ 
cluding adjustment of gas 
purchased to current con¬ 
tract price 


Revenue 


Excess 

After ?j 

bcoesa 

Deduction 


Revenue 

Reve) 

nue 

Sch. 9 


Sch. 6 

Deduc) 

tion 

v 3,407,NO0.07 

(*2 

,000,404:29) 

$7,407, 

425.58 

5,018,779.68 



5,018J779.63 

803,199.67 



803,1 

199.67 

1,735,000.00 

( 1,368,596.36) 

366, 

403.64 

327.722.59 



327, 

722.59 

7,884.701.94 

t 1,368,596.361 

6,516, 

105.68 

1,523,207.93 

( 

631,887.93) 

891, 

320.00 

11,444.46 



11. 

444.46 

1,534,652.39 

c 

631,807.93) 

902, 

764.46 

208,363.42 



208. 

363.42 

$1,326,288.97 

{ L 

631,887.93) 

$ 694, 

O 

M 

• 

O 

rf* 


A 

V 

366,403.64 


1 



130,308.00 

0 456. 

711.64 




1.1S1, 

1112.68 



64,409.36 





210,634.21 

275, 

i 

1103.57 


ixnble Net Income 

*cess pr.-j its credit 0963,793.26 - 
no oxcoss profits tax 
jr.nal tc;u surtax rate at 40/i, 
as atove 

5CGNCILIAIION TO TENTATIVE TAX RETURN 

sixable not income per tentative 
return (Sch. 7) 

idj Adjustment of gas purchased 
to curront contract price (Sch. 8) 
ixablo r.et inoome if current gas con¬ 
tract had been effective for full year 
jductj Excess Revenue, per above 


916,joO$.ll 




£2,811, 

335.53 

105. 

107.87 

2.916. 

4 - J . 40 

2.000, 

4 2 - 

Sit. 

03.11 

1 


arable net income, per above 
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Docket G-4C2 


MISSISSIPPI HI VSR rVEL OGRru'jiTloH 
SUMiARY uF GaS rLAI.'T - DECLiBER 31, 1943 


Construction Work ir. Progress 

Constriction of 6 - 10" lir.as from Joint in 
Arkansas River to new header on north side 
of Arkansas River 

Install 22" x 20" fabricated 7.S. Flange in 
Main Line for Signers Station suction line 
connection 

Relocation of approximately 1200’ of 1C" pipe 
in St. Louis Line at Burton Terrace Sub¬ 
division on Mackenzie Road 

Installing 256’ of 26" split casing on Alton 
Line under Alton and Southern Railroad Co. 
at Davis Yard 

Install 20" casing over 4 multiple lines at 
east approach to Jofferson Barracks bridge 

Install 22" x 20" fabricated V.S. Flange Tee 
in MAin Line fer Twelve Mile Station suction 
conno ction 

Changes in suction line piping at Biggers Station 
suction line due to removal of ferro-steel 
fittings at Main Line connection for suction 
line 

Construction of water treating plant for treat¬ 
ment of water used at dwellings at '.Vest Point 
Station 

Installation of regulator and meter station on 
lipe A-104 

Instft] jntior. of approxi mately 20)' of 4" pipe in 
line A-52 

Miscellaneous construction work orders 

Balance at December 31, 1943, per books 




Schedule 4 
Sheet 2 elf 


2 


i 

i 


I 


I 

i 

Total 


194,436.l4 


3,204.6j? 

11,665.0? 

4,742'. 36 
5,595.6? 

3,406.56 

1,300.63 

1,586.3| 

1,540.5? 

1,528.26 

6,003.q4 

| 

$ 235 , 449 . 3 ^ 

2214 


i 


i 

i 


i 
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octet G-462 


MISSISSIPPI RIVER FUEL CORPORATION 


Schedule 5 


SUMMARY OF COMPUTED RESERVE FOR DEPRECIATION OF GAS PLANT 

DECEMBER 31, 1943 


Reserve for Depreciation 
of Gas Plant in Service 


alance Dece -toer 31, 1942 

rcvisic r.s 
ross Salvage 

Total 

ross Retire enta 
lost of Removal 
Total 


Transportation 

Equipment 

$37,192.39 
9,919.97** 
325.00 
4?.437.§6 

694.38 

-5505 


Plant 


$9,025,470.93 
801,793.17* 
93,280.29 
~ 9,920,544.39 

159.441.79 

11,630.53 

171.072757 


Tojal 

$9,062,$63.82 
811J13.14# 
93,$05.29 
5,967,98272? 

160,136.17 
11,$30.53 

‘171,7$$. re 


ialftr.ee Docemter 31, 1943 $46,743.43 ££449^472^07 £949641545 

Reserve for Depreciation 
f Cos Plant Held for Future Use 


alarco Docetber 31, 1542 
’revision 

ularco December 31, 1043 


455.18 

125.78* 


Provisions based on 3.50/» of average 
plant baln-ces which are show on 

Schedule 4 



'•Provisions char^od by company toi 

Depreciation Expense 

$ 

1,330.72 

Cioarin.- Accounts 


8,539.25 

•To cor. dilation of Depreciation Expense 
per 3c-.eduie 9 to Depreciation 

Lxpor.se above 

E 

—9.51$;§7 

Co.mrntod pr>v:sion - Gas .-lar.t 

ir Sorvice 

Transportation equipment provision 

A 

V 

801,793.17 

to expense 

Computed v revision - Gas Pl>-.t Held 


1,330.72 

for future Use 


25.78 

Depreciation expense per Schedule 9 

TJ 

603,139.6? 


2215 


i 




Socket G-462 


MISSISSIPPI RIVER FUEL CORPORATION 


EXCESS EARNINGS ON 1943 OPERATIONS OVER RETURN 
AT 6 ^ PERCENT ON NET INVESTMENT RATE BASE Al 
DECEM3ER 31, 1943 AFTER CALCULATION OF TAX ADJUSTMENT 


Exoess Earning;! 

::«t Operating Revenue* 

Return at 65 peroent on net invest¬ 
ment rate base 

Sxcoes before income tax adjustment 
Income tax adjustment 
excess Rovenuos 

Income Tax Adjustment 

rax expense per books 
rax as oomputed below 
rax adjustment - saving 

Caloulation of Tax 

Return at 6 -^JJ aftor deduotion of 
income tax 
Lddt 

Other income 

Tax report adjustments 

Deduct 1 

Othor income deductions 
Tax report adjustments 
Examiners' adjustments - excluding 
adjustment of gas purchased to 
current contract price (Sch. 5) 

taxable income after deduction of 
income tax 

flormal end surtax rates for 1943 are 

4 °?: , n 

rax ($549,605.47 x |^) 

raxable income before tax 

2 xoess profits credit before applica¬ 
tion of Sec. 722 (See Excess Earn¬ 
ings Exhibit - 1942) 

Speoifio exemption 

rotal - exceeds taxable income above 
therefore no provision is made for 
exoess profits taxes 


Referenoe 
Soh. 9 
Sch. 1 
Below 


Sch. 9 
Below 


958,793.26 

5,000.00 


>963,793.26 


SSTj 12 

Schodulel 6 


Amou 

nt 

41,523,2 

891,3 

07.93 

120.00 

631,^37.93 

1,363,^96.36 

$2,000,4 

34.29 

1,735,0 

366,4 

! 

j 

joo.oo 

103.64 

1,363,5 

.- -T.^rr 

106.36 


Sch. 1 


891,3| 

20.X 

Sch. 9 

$ 11,444.46 



Sch. 7 

130,303.00 

141,7152.46 



1,033,3 

|72.46 

Sch. 9 

208,363.42 



Sch. 7 

64,409.36 


1 

l 

Sch. 10 

210,694.21 

1 

4G3,4|66.39 


549,6p5.47 


366,4' 

03.64 

5 916,0 

09.11 
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Docket G-462 



Schodujo 7 


MISSISSIPPI RIVER FUEL COSPODATIOK 


R2C0U Cl LIAIIOK OF .vET E.'COYE PER 500ES nITH 

taxable ::et income for fej'aal ii.co..e .ax 

PER TENTATIVE TAX RETURN - YEAR 1943 


Not ir.co-.c per books 

Income per profit ar.d loss statement 
Credit to earned surplus 
Total 


Add i 

Federal Income Tax 
Unallowable deductions 

Amortization of Organization Expense 
Deferred Cost of Past Service Annuities 
Adjustments lor tax purposes not recorded 
■on books 

Provision for bad debts 
Tax expense booked 
Adjustment of propaid insurance 
Adjustment of prepaid rent 

Total Additions 


$1,010,486.89 
126.764.52 


ISO.00 
67,003.11 


2,103.79 
S7.24S.40 
l.oc-i.:? 
2,705.63 


i 

| 


i 


$1.137.2^1.41 

I 

1,735,0^0.00 


I 


13Q,3ch.OO 

I 

1,065,3^3.00 


Total 


Deduct: 

Adjustments for tax purposes not recorded 
or. books 
Tax expense 
Dismantling costs 

Amortization of costs of issuing notes 
Adjust or.z of prepaid .insurance 
Adjustment of prepaid rent 
Changes against bad debt reserve 
Sub-total 

Credits to earned surplus 
Adjustment of accrual for 1942 Federal 
Income and excess profits taxes 

Iotal Deductions 

Balance of taxablo net income 


50,907.5c 

7 , 542.94 
1,053.38 
1,250.39 
2 , 71 . 0 
4VO.41 
64 . 405.36 


3,002 


,55|9.41 


126.7C4.52 


I 

191,173.88 


$2,811,395.53 


22|17 






beet 0-462 


14 


Schedule 8 


MISSISSIPPI RIVER FUEL CORPORATION 

COST OF GAS PURCHASED FROM UNITED GAS 
PIPE LINE COMPANY FCR THE YEARS 1940-1943 
ADJUSTED TO CURRENT CONTRACT PRICES 

Year 


Partioulare 

Purchasedt 
Diodessa Gas 
lonroe Gas 

Total 

■rent Contract Pricesi 
thodessa Gas(Average)* 
Ion roe Gas 

junta Based on Current 
Sontract Price* 
ihodes8 <l Gas 
lonroe Gas 

Total 

rants Recorded under 
former Contract* 

Fas price 

loveranoe and gather¬ 
ing taxes 

Total 

'ference 


1940 

1941 

1942 

1945 

9,688,161. 

11,025,018. 

11,216,240. 

12,099,846. 

6,187,612. 

6,464,854. 

7,000,588. 

6,714,306. 

14.876,77*. 

17,489,872. 

18,216,828. 

16.314,152. 

6.27* 

6.27* 

• 6.23* 

6.31* 

5.75* 

5.75* 

5.76* 

5.75* 

$ 607,447.95 

$ 691,268.63 

$ 698,598.56 

$ 763,412.64 

386,(^72.61 

298,287.69 

371,729.11 

402,533.81 

905,735.64 

1,062,997.74 

1,101,132.37 

1,149,485.25 

1,180,736.46 

1,387,715.75 

1,444,113.86 

1,239,806.13 

22,751.47 

51,503.19 

54,854.93 

14.tIg6.99 

1,203,487.93 

1,439,218.94 

1,498,968.79 

T.2S4,593.12 

* 297,752.29 

$ 376,221.20 

* 397,836.42 

" | 

♦ 10S.lj07.87 


[he present contract dated March 29, 1943, effective April 1, 1943, specified 
it the price of the Rhodesss gas is to be adjusted for the Btu content with a 
is price of 6.76* per mef for gas containing 990 Btu per cubic foot. The Btu 
itont of the Rhodeses Gas has been determined by Commission Bagineers for thje 
lt 1942 and the voucher* recording gas payments for the nine months from April 
Deoestoer 1943 reflect the Btu content for that period. It is assumed in the 
>ve calculations that the weighted average price adjustment for 1942 and Apr^.1 - 
3 ember, 1943 is applicable to 1940, 1941, and to the first three months of 
13, as follows* 


fear 1942 (Per Bigineers) 

Lprll - December 1943 (Per Books) 
total 21 months 


MCF 


11,216,240. 

8,866,672. 

TOB2.91ZT 


Amount 

Average 

$ 698,598.56 

! 6.23 

560.692.63 

! 6.32 

*1.259.291.19 

j 6.2*7 
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Docket G-462 


MISSISSIPPI RIVER FUEL CORPORATION 


801 


16 


Schedule | 10 


SULC^ARY OF EXAJ.3NERS' ADJUSTlEliTS 
affecting revenue and EXPENSE ACCOUNTS 
YEARS 1942 AND 1943 


Particulare 


Other Gae Revenuesi 

Severance and gathering taxes hilled to customers 
Expense incurred by customers' use of fuel oil 
in place of gas 

Settlement Account of Caholcia Gas Mfgrs. 

Co. contract 
Total 

5as Purchasedi 

Rato reduction of United Gas Pipe Line Co.(Sch.8) 
Purchased Gas Expensei 

Sevoranoe and gathering taxes billed to customers 
Fuel oil purchased as substitute fuel for customers 
Elimination of severance and gathering taxes ac¬ 
count of rate reduction of United Gas Pipe 
Line Company 

Adjusting severance ar.d gathering tax accrual 
and expense 
Total 

Other Operating Expensest 

Company's portion of expense for fuel oil purchased 
Payments to Laclede Gas Light Co. and St. Louis 
County Gas Co. for costs incurred by them to 
produoe substitute gas during January 1943 
Expenses incurred in reclassifying plant 
Amortisation of expense of reclassifying plant 
Payments to Aetna Life Insurance Co. for pact 
servi ce premiums 

To reverse credit for telophone material pur¬ 
chased prior to 1942 
Total 

Depreciation and Amortization 
luxes - Federal Income 
raxes - Other 

Miscellaneous Non-operating Revenues! 

Refunds received from Aetna Life Insurance Co. 
for employee cancellations of retirement 
annuity policies 
Miscellaneous Income Deductions! 

Contra to payment to Laclede and St. Louis 
County Gas Co., above 

Ldjust.ment to Net Income 
( ) Donote credit adjustments 


1u43 

1| 

542 

($ 13,682.66) 

1 

i 

(♦ 12,i 

563.98) 

( 43,314.16) 

( 46,; 

503.72) 

• 

25,< 

500.00 

( 56,996.82} 

( 34,; 

257.70) 

( 90,320.88) 

( 342,1 

581.49) 

17,510.15 

uj 

553.98 

82,309.34 

86,; 

529.03 

( 14,786.99) 

( 54.1 

^54.93) 

10,396.64) 

10.! 

&40.54 

74,6^86 

54,; 

568.62 

( 38,996.18) 

( 39,( 

525.31) 

( 26,572.16) 



( 4,700.43) 

( 41,! 

552.57) 

11,578.48 

11.! 

^76,48 

( 91,428.98; 

( 40,1 

^07.37) 

- 


597.89 

( 150,118.27) 

not? 

WS.86) 

( 114,175.10) 

( 112, < 

fl5.C3) 

- 

( 134,436.98) 

m 

( 17,169.50) 

( 5,399.03) 

( l.< 

|S7.99) 

26,572.16 

1 

i 

i 

(♦315,802.08) 

(3694.i58.75) 
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LUSSISSUPI RIVER FUEL CGRi'OEATION' 


Schedule 1 


COMPARATIVE StuTSTS:! OF SEVERANCE AID GATHERING TAXES 
OK GAS PURCHASES BY CG'-trARIES, AS ADJUSTED 
YEARS 1S42 ADD 1943 



Total 

Gathering 

Severance 

Company 

Taxos 

Taxes 

Taxes 


Yew 1943 


ted Gas Pioe Line Company 

V 14,786.99 

ill,938.22 

j 2,8431.77 

ainers' Adjustments - Scnedulo S 

( 14,736.99) 

( 11,938.22) 

( 2,840.77) 

Sub-total 

- 

- 

- 1 

ssott Lumber Company 

9,329.50 

8,554.70 

1,2741.88 

them Carbon Company 

34,260.60 

24,433.01 

9,777], 59 

ted Carbon Company 

27,037.94 

19,734.83 

7.2531.11 

sr state Natural Gas Company 

30,314.51 

23,046.24 

7,268.27 

s Producing Company 

3,360.86 

2,579.01 

75ij.es 

Total 

104,803.49 

78,447.79 

26,355!.70 

Year 1S42 

tod Gas Pipe Line Company 

54,854.93 

44,483.90 

10.37ll03 

miners' Adjustments - Schedule 8 

( 54,354.93 

( 44,433.90 

( 10,37lt03) 

Sub-total 

«» 

- 


ssott Lumber Company 

9,149.34 

7,-56.59 

1,192^75 

thorn Carbon Company 

33,248.31 

23,757.51 

9,4901.80 

tod Carbon Company 

36,212.60 

IS,200.CO 

7,011.80 

erstate Natural Gas Company 

27,924.18 

21,674.63 

6,249.55 

e Producin'* Company 

4,105.24 

3.204.15 

901L09 

Total 

100,639.67 

75,793.68 

24,845199 


Increase or (Decroase) 


ted Gas Pipe Line Company 

( 

40,067.94 

( 32,545.68 

( 

7,522 j.26) 

miners' Adjustments - Schedule 8 


40.0C7.94 

32.545.C8 


7,522126 

Sub-total 


- 

- 


- | 

ssett Lumber Company 


680.24 

590.11 


G2 L13 

thorn Carbon Company 


1,012.29 

725.50 


2S6|79 

ted Carbon Company 


825.34 

584.03 


241131 

erstate Natural Gas Company 


2,390.33 

1,371.61 


1,018172 

e Producing Com.any 

( 

744.38) 

( 625.14) 

( 

119,24) 

Total 

V 

4,163.82 

S 2,654.11 

T“ 

V 

1,509|71 


L. 

Ratesi Gathering, S mills per ccf on 10 oz. ovor 14.4# p.yi 
Severance, 3 mills per nef on 10 oz. over 14.4# p.)r.* 

siscippi Rivor Fuel Corporation's proportion of taxes paid per 
cntracts, other than Crossatt, is one-half of the excess over 
/lOO of a cent. This charge eliminated in current contract 
ith United Gas Pipe Line Company. 

n the Crossett contract Mississippi is liable for the excess 
vor 2 mills. 



i »« ' 


ket G-462 


Schedule lf7 


MISSISSIPPI RIVER FUEL CORPORATION 

CCllARAIIVE STaTEME.T 0? SEVERANCE AID GATHERING TAXES 
3ILLED TO CUSTOMERS 
YEARS 1942 aI.D 1943 


A-mount 2illed fcr Year * 


Customer 

:ansas Power & Light Co. 

:ansos Louisiana Gas Co. 
souri Natural Gas Co. 

>ssett Lunger Co. 

Total as adjusted 

it quarter of 1942 recorded in 1943 
Total per bcoks 


Ir.croase 

or 

(Deerc-a^o) 


v 2.7CC.74 

i 2,570.86 

5 193.! 

68 

1,134.60 

1,210.20 

( 15.i 

=0) 

962.16 

1,057.43 

( 125.; 

17) 

0,756.16 

s,oes.49 

670.i 

\ 

67 

13,682.66 

12,953.98 

72S.i 

^3 

3,827.49 

m 

3.927. 

-^9 

17,510.15 

12,953.33 

^556- 

k 


loveranco and Gathering taxes are paid quarterly. The amounts shown for the 
'oar 1942 are per books and include the last quarter of the prior year, but 
include the last quarter of the year shown. 2.0 adjust rent was made to re- | 
“lect the billings on a calendar yoar basis becauso of the snail net Jiffer+ 
mce involved. The amounts for 1943 do not include the last quarter of 154^ 
rhich was paid in 1943, si- ce all the payments for 1943 were actually re - 
:orded ir. that year and t' ,: * lust quarter of 1942 has been adjusted to surplus. 
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3,734.13 

13,137.55 
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Schedule 2(0 
Sheet 1 of 2 


MISSISSIPPI HIVES FUEL CORPORATION 

BALANCE S«EET, PER BOOKS 
DECEMBER 31, 1943 


ASSETS AND OTHER DEBITS 


Amount 


TILITY PLANT 
Gas Plant 

Incomplete Construction 
Total 


523,010,676.42 
235,449.34 
23,246,125.^6 


as Plant Adjustments 

KVESTMENTS AND FUND ACCOUNTS 
Other Physical Property 
Other Investments 
Total 

URREN'T AND ACCRUED ASSETS 
Cash 

Temporary Cash Investments 

Notes Receivable 

Accounts Receivable 

Interest and Dividends Receivable 

Materials and Supplies 

Prepayments 

Othor Current and Accrued Assets 
Total 

EFERR2D DffilTS 
Retirement Work in Progress 
Other 

Total 


96,512.39 


27,657.20 

50,844.16 

78,501.36 


533,441.11 

750,000.00 

4,632.85 

913,101.77 

4.230.35 

283,176.64 

14,724.54 

1,346.50 

2,509,704.26 


( 15,964.01) 

21,990.74 
6,026.73 


$25,336,570.50 


i 


TOTAL ASSETS AND OTHER DEBITS 
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MISSISSIPPI RIVER FUEL CORPORATION 

BALANCE SHEET, PER BOOKS 
DECEMBER 31, 1943 


LIABILITIES ADD OTHER CREDITS 
:tal STOCK 
r TERM DEBT 

E.T AND ACCRUED LIABILITIES 
(counts Payable 

ivablos to Associated Companies 
ixee Accrued 
iterest Accrued 

;her Current and Accrued Liabilities 
Total 

IRRED CREDITS 

(Stoners' Advances for Construction 


IR7ES 

(predation of Gas Plant 
(collectible Accounts 
:her 

Total 

:RI3UTI0NS IN AID OF CONSTRUCTION 

;ed surplus 


LL LIABILITIES AND OTHER CREDITS 


T 
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i 

Scnedule 20 
Sheet 2 of {2 


Amount 


♦ 6,552,200.00 
6,450,000.00 


124,508.34 
313,552.88 
1,978,619.87 
27,322.92 
2,835.43 
2,446,839.74 


10,421.18 

i 

i 

9,995,911.98 

3,420.36 

16,032.28 

10.015,364.62 

’ I 

124,306.84 

■ ■ • 1 

337,738.42 


i 
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[2277] Exhibit No. 5 

UNITED STATES OF AMERICA, FEDERAL POWER 

COMMISSION 

Docket No. G-462 

In the Matter of Mississippi River Fuel Corporation, et al. 

Stipulation 

It is hereby stipulated by counsel for Mississippi River 
Fuel Corporation and counsel for the Federal Power Com¬ 
mission that, for the purpose of this proceeding: 

(1) The rate of 3M> per cent per annum may be used on 
a straight-line basis for computing both the annual and 
accrued depreciation of Mississippi River Fuel Corpora¬ 
tion; 

(2) The depreciation reserves, as of December 31, 1943, 
per books of Mississippi River Fuel Corporation substan¬ 
tially reflect such 3M> per cent annual rate of depreciation 
on a straight-line basis; 

(3) Such depreciation rate substantially reflects the 
average service life of the depreciable gas plant of Missis¬ 
sippi River Fuel Corporation, as measured by the gas 
reserves of the fields from which it now secures its natural- 
gas supplies. 

William A. Dougherty, 
Counsel for Mississippi Hirer Fuel 
Corporation. 

Harry S. Littman, 

Counsel for Federal Power Commission. 

June 1, 1944. 


56—9181 
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Exhibit No. 6 
Copy 


[2278] 


September 8, 1943. 

The Laclede Gas Light Company, 

1017 Olive Street, 

St. Louis, Missouri. 

Attention : Mr. Alfred Hirsh 

Gentlemen: 

We enclose herewith our check to your order in the sum 
of $25,679.62. This amount represents one-half of the cost 
to you of rehabilitating your generating apparatus for the 
production of water gas, one-half the cost of training men 
from October 27, 1942 to February 28, 1943, and one-half 
the cost of materials, supplies and maintenance between 
the aforesaid dates. This also represents the entire cost of 
producing 800 B. t. u. water gas on January 19 and 20, 
1943 in excess of the cost of an equivalent amount of 
mixed gas at the Coke Station during January, 1943. 

At the time we discussed with you the probability of 
your having to limit your take from us of natural gas 
during the winter of 1942-1943 due to war conditions and 
the resulting necessity of your having to rehabilitate your 
water gas generating plants, train the necessary crews, and 
provide supplies and maintenance, we informed you that 
we were under no legal or contractual obligation whatso¬ 
ever to pay for what the foregoing would cost you, nor 
to reimburse you for the cost of producing 800 B. t. u. 
water gas in excess of an equivalent amount of mixed 
gas should you be called upon to produce same. However, 
we suggested that if you would proceed immediately with 
this matter so that there would be no delav in the event 
a shortage of gas actually occurred, and since this whole 
situation was brought about by war conditions over which 
none of us had any control, we would be inclined to con¬ 
tribute part towards the foregoing costs and expenses. No 
amount or proportion to be contributed by us was fixed. 

Since you did rehabilitate your water gas plant promptly, 
train the necessary crews and actually manufactured water 
gas two days during January of this year, we are hereby 
offering you this check covering part of these expenses, with 
the understanding that by accepting same you assent to 
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to the proposition that we were and are not bound either 
contractually or legally to make this payment to your com¬ 
pany, but that it is done merely voluntarily on our part in 
[2279] appreciation of your cooperation and so as to share 
the burden resulting to all of us from the war, and that if a 
similar situation should arise in the future where you will 
have to limit your take of natural gas and manufacture 
water gas, that this payment being now made will not be 
construed as a precedent. 

Yours very truly, 

Mississippi River Fuel Corpora¬ 
tion, 

By (Original Signed) Ben C. Comfort, 

Vice-President and Manager . 

Note: 9-8-43—I transmitted the substance of this trans¬ 
action bv telephone to Mr. Lerch and secured his assent. 
BCC. 

[2280] Copy 

September 8, 1943. 

St. Louis County Gas Company, 

231 W. Lockwood Avenue, 

Webster Groves, Missouri. 

Attention: Mr. E. H. Lewis, Vice-President 
Gentlemen: 

We are herewith enclosing our check to your order in 
the sum of $892.54. On January 19 and 20, 1943, due to 
w’ar conditions you limited j r our take of natural gas from 
us. This is the amount you state it cost your company to 
produce the gas in your plant on those days after crediting 
what you w r ould have been required to pay us for the natural 
gas of an amount equal to that produced by you. It also 
represents wiiat it cost you to compress gas on January 
19, 1943, and to stand by to compress gas on Januarv 26, 
1943. 

At the time the question of your undertaking the fore¬ 
going came up w T e informed you that we were under no legal 
or contractual obligation whatsoever to pay or reimburse 
you for any of these expenses, but because this situation 
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arose as result of the war we would voluntarily pay part 
of these expenses so as to share the burden resulting to 
all of us from the war. ; 

Since the amount involved is comparatively small we 
are therefore offering you this check for the full amount, 
with the understanding, however, that by accepting same 
you assent to the proposition that we were and are not 
bound either contractually or legally to make this payment 
to your company, but it is done merely voluntarily on our j 
part, and that if a similar situation should arise in the 
future where you will have to limit your take of natural gas i 
and manufactured gas, or will have to call into operation i 
your compressors or stand by to compress gas, this payment 
being now made will not be construed as a precedent. 

Yours verv trulv, 

* * ' 

Mississippi River Fuel Corpora¬ 
tion, 

By (Original Signed) Ben C. Comfort, 

Vice-President and Manager. 

(Note: I transmitted the substance of this transaction 
by telephone to Mr. Lerch and secured his assent. BCC. 

[2281] Copy 

The St. Louis County Gas Company 
(Operating in St. Louis County) 

General Office: 

231 West Lockwood Avenue 

Webster Groves, Mo. 

September 10, 1943 

Mr. B. C. Comfort, Vice-President and Manager 
Mississippi River Fuel Corporation, 

407 North Eighth Street, 

St. Louis, Missouri. 

Dear Sir: 

This will acknowledge the receipt of your letter of 

September 8, 1943, -with which you enclosed your check for 

$892.54, in payment of our bill in this amount, which we 

sent vou with our letter of Februarv 12, 1943. 

• » / 
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We are not willing, nor do we feel that you are justified 
in asking us to subscribe to the provisions contained in the 
last paragraph of your letter, which, according to our 
interpretation, would have the effect of relieving you of any 
contractual or legal obligations you might have in the future 
to compensate this Company for any expense it might incur 
as a result of the suspension of service by your company, 
no matter what the reason might be. We are willing, and 
we think this is perhaps what you intended, to agree that 
by making this payment your company does not thereby 
obligate itself to make any future payment which it would 
not otherwise be bound to make, either contractual or legal. 

We are holding this check but will not deposit it in the 
bank until you indicate that the conditions we specify herein 
are acceptable to you. 

Very truly yours, 

/s/ E. H. Lewis, 

E. H. Lewis/W Vice President. 

[2282] Copy 

Mississippi River Fuel Corporation 
September 13, 1943 

The St. Louis County Gas Company, 

231 West Loclhvood Avenue, 

Webster Groves, Missouri. 

Attention: Mr. E. H. Lewis, Vice President 
Gentlemen: 

We have your letter of September 10, 1943 dealing with 
our remittance to you of $892.54. 

In our opinion, under our contract with you there is 
and was no contractual obligation for us to pay this $892.54 
to your company, taking into consideration the circum¬ 
stances which brought about your having to incur this 
expense. 

Should circumstances arise in the future which under 
conditions vrould be the same as those which brought about 
your expending this sum of money, this payment is not to 
be construed as a precedent for our making a similar pay¬ 
ment under the same circumstances. 
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It is not proposed by us, nor is it thought by us, that 
this transaction in any way modifies the contract existing 
between your company and ours. 

Yours very truly, 

Mississippi River Fuel Corpora¬ 
tion, 

By (Original Signed) Ben C. Comfort, 

Vice-President and Manager. 

• •••••• 


[2315] Exhibit No. 8 

FEDERAL POWER COMMISSION 
Docket G-462 

Mississippi River Fuel Corporation 

Analvsis of Gas Purchases and Gas Purchase Contracts of 
Mississippi River Fuel Corporation 

Bureau of Accounts, Finance and Rates, Division of Rates 
and Research, Washington, D. C. 

[2316] Mississippi River Fuel Corporation 

Table of Contents 

Original 


General Statement . 1 

Introduction . 1 

Part A. Gas Purchase Agreements with Associated 
Companies 

Hope Producing Company and Interstate 

Natural Gas Company, Inc. 4 

Southern Carbon Company . 10 

United Carbon Company . 15 

United Gas Pipe Line Company . 19 


Schedule No. 1. Gas Purchase Prices and Conditions in 

Effect December 31, 1942. 

Schedule No. 2. Gas Purchase Prices and Conditions in 

Effect December 31, 1943. 

Schedule No. 3. Volumes of Gas Purchased and Prices 

Paid, Year 1940 through 1942. 
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Schedule No. 4. Volumes of Gas Purchased in 1942 and 

Costs Calculated on Basis of Effective 
Rates December 31, 1943. 

Schedule No. 5. Volumes of Gas Purchased and Amounts 

Paid, as Reflected by Vendors Records, 
Year 1940 through 1942 and Classifica¬ 
tion According to Basis of Billing. 

[2317] Mississippi River Fuel Corporation 

The Commission, under date of April 6, 1943, issued an 
order of investigation into and concerning all rates, charges, 
classifications, rules, regulations or contracts of the Missis¬ 
sippi River Fuel Corporation subject to the Commission’s 
jurisdiction. As a result thereof, an analysis has been 
made of the gas purchases and gas purchase contracts for 
the purpose of this investigation. 

Michael J. Bodner, Engineer; Frank S. French, 
Senior Rate Investigator. 

Approved: H. Zinder, Chief, Division of Rates and Re¬ 
search; Chas. W. Smith, Chief, Bureau of Accounts, Fi¬ 
nance and Rates. 

[2318] Mississippi River Fuel Corporation 

General Statement 

The purpose of this exhibit is to present information re¬ 
lating to the gas purchase contracts of the Mississippi River 
Fuel Corporation (hereinafter sometimes referred to as 
“Mississippi”) in effect December 31, 1942, and the cost 
of gas purchased during the years 1940, 1941 and 1942. 
Also as a part thereof, it presents information relative to 
the gas purchase agreements in effect December 31, 1943, 
and data relating to the calculated cost of gas purchased 
based upon 1942 volumes and effective gas purchase rates 
as of December 31,1943. 

The information pertaining to gas purchase contracts 
has been obtained from the contracts and agreements made 
available to the Commission’s staff in the course of its field 
investigation, and from other data furnished to the staff 
by Mississippi. 

Introduction 

Mississippi has contracted to purchase natural gas in 
Louisiana from five companies under eight agreements. 
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All of these contracts were in effect December 31, 1942 
and 1943, and with the exception of the contract with United 
Carbon Company, have been filed with the Federal Power 
Commission in compliance with its orders issued under 
the Natural Gas Act. The agreements are as follows: 


Vendor Rate 
Schedule 
FPC No. 

3 

4 

•> 

o 


9, 10, 11 & 13 


Vendor 

Hope Producing Company 
Interstate Natural Gas Company, Inc. 
Southern Carbon Company 
United Carbon Company 
United Gas Pipe Line Company 


[2319] The five vendor companies have agreed to supply 
individually and collectively the following percentages of 
the total defined requirements 1 of Mississippi: 

Percent 


Hope Producing Company and 
Interstate Natural Gas Company, Inc. 22 

United Carbon Company 17 

Southern Carbon Company 21 

United Gas Pipe Line Company 40 

Total 100 


The Commission ordered a reduction in the rates of 
United Gas Pipe Line Company, effective April 1, 1943. 
The rates of the Interstate Natural Gas Company, Inc., 
were ordered reduced by the Commission on April 27, 
1943, from 7.6 and 8.0 cents per MCF to 4.66 cents per 
MCF. However, the rates of Interstate Natural Gas Com¬ 
pany, Inc., have not been adjusted in any of the attached 
schedules since an appeal from the Commission’s rate 
order is now pending in the United States Court of Ap¬ 
peals for the Fifth Circuit. 

Investigations by the Commission are now in progress 
of the rates being charged by Southern Carbon Company, 
United Carbon Company and Hope Producing Company 
to Mississippi and other companies, as a part of Docket No. 


1 The total requirements of Mississippi are defined in 
paragraph (c) under Part B. of this exhibit. 



G-462. Any changes ordered in the rates of these com¬ 
panies will effect the gas purchase expense of Mississippi. 

Part A. Gas Purchases for the years 1940, 1941 and 1942 i 

Schedule No. 1 shows the gas purchase price and condi¬ 
tions in effect December 31, 1942, in the agreements be- j 
tween Mississippi and the Vendor Companies. 

[2320] Schedule No. 2 shows the gas purchase prices and 
conditions in effect December 31, 1943, in the agreements 
between Mississippi and Vendor Companies. 

The data contained in Schedule No. 3, showing the quan¬ 
tity of gas purchased from Hope Producing Company, 
Interstate Natural Gas Company, Inc., Southern Carbon 
Company and United Carbon Company, and its cost, has 
been obtained from the books of the Mississippi and from 
financial and statistical reports filed in response to the 
Commission’s orders. 

The data contained in Schedule No. 4 shows the same in¬ 
formation for the vear 1942 as that set out in Schedule 3 

w 

insofar as the purchases from the first four companies 
mentioned above and, in addition, shows the calculated cost 
of gas purchased from the United Gas Pipe Line Company 
based on 1942 volumes, and the effective gas purchase 
rates in effect as of December 31, 1943. 

The estimated adjustments in the monthly billing rates 
for deliveries made in 1942 from Rodessa Gas Field have 
been computed using the 1942 B. T. U. daily test readings 
after correcting same for water vapor content correspond¬ 
ing to its dew point fixed by daily determinations as ob¬ 
tained by tests made from June through October 1943. In 
the absence of water vapor content test readings for the 
year 1942 for Rodessa Field gas, it was assumed that the 
average correction factor for water vapor content for the 
year 1942 would be equal to the average shown on the 
monthly billing statements from June to October, inclu¬ 
sively, of 1943. 
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[2349] Exhibit No. 9 

FEDERAL POWER COMMISSION 
Docket G-462 

Mississippi River Fuel Corporation 

Comparison of Rate Schedules and Gas Sales Agreements 
Analysis of Gas Sales and Gas Service Revenues 

of 

Mississippi River Fuel Corporation 

Bureau of Accounts, Finance and Rates 
Division of Rates and Research 
Washington, D. C. 

[2350] Mississippi River Fuel Corporation 

Table of Contents 

Original 


General Statement . 1 

Introduction . 2 

Part A. Gas Sales for the Years 1940,1941 and 1942 . . 3 

Part B. Rate Schedules and Gas Sales Agreements 
with the following Distribution Companies: . 5 


Arkansas Louisiana Gas Company. 

Arkansas Power and Light Company. 

Illinois-Iowa Power Company. 

Laclede Gas Light Company. 

Missouri Natural Gas Company. 

St. Louis County Gas Company. 

Union Electric Company of Illinois. 

Part C. Statement Pertaining to Agreements for Direct 
Sale of Gas to Consumers. 43 

Schedule No. 1. Rates in Effect December 31,1942 in Agree¬ 
ments with Distribution Companies. 

Schedule No. 2. Summary of Gas Sales and Gas Service 
Revenues, Year 1940 through 1942. 
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Schedule No. 3. Gas Sales Direct to Consumers and Gas 
Service Revenues, Year 1940 through 1942. 

Schedule No. 4. Gas Sales to Other Utilites for Resale 
and Gas Service Revenues, Year 1940 through 1942. 

Schedule No. 5. Summary of Gas Sales and Adjusted Gas 
Service Revenues Based on 1942 Delivery Volumes and 
Effective Rates as of December 31, 1943. 

Schedule No. 6. Gas Sales Direct to Consumers and Ad¬ 
justed Gas Service Revenues Based on 1942 Delivery 
Volumes and Effective Rates as of December 31, 1943. 

Schedule No. 7. Gas Sales to Other Utilities for Resale 
and Adjusted Gas Service Revenues Based on 1942 De¬ 
livery Volumes and Effective Rates as of December 31, 
1943. 

i 

Schedule No. 8. Summary of Gas Sales and Gas Service 
Revenues—1943. 

I 

[2351] Appendix I. Classification of Customers of Distri¬ 
bution Companies. 

Appendix II. Change in Rates and Terms of Agreements 
with Distribution Companies subsequent to December 31, 
1942. 

[2352] Mississippi River Fuel Corporation 

The Commission, under date of April 6, 1943, issued an 
order of investigation into and concerning all rates, charges, 
classifications, rules, regulations, or contracts of the Mis¬ 
sissippi River Fuel Corporation subject to the Commis¬ 
sion’s jurisdiction. As a result thereof, an analysis has 
been made of the gas sales and gas sales contracts for the 
purpose of this investigation. 

Michael J. Bodnek, 

Engineer. 

Frank S. French, 

Senior Rate Investigator. 

Approved: H. Zinder, Chief, Division of Rates and 
Research. Chas. W. Smith, Chief, Bureau of Accounts, 
Finance and Rates. 


I 
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[2377] d. Source of Gas 

Gas is delivered to fulfill the requirements under the 
above mentioned agreements from the supplies made avail¬ 
able to Mississippi through purchase at its Perryville Com¬ 
pressor Station, Louisiana. This gas is derived principally 
from the Monroe Field. 

e. Priority and Curtailment Provisions 

In the event of a shortage in the supply of gas to be de¬ 
livered under all the above mentioned agreements necessi¬ 
tating the curtailment of service to any classes of con¬ 
sumers, the customers of Mississippi serving domestic con¬ 
sumers, including Laclede, shall be the last customers to be 
curtailed. Also preference is given to customers under 
contracts other than surplus gas in connection with the 
deliveries made for industrial uses under the agreements 
referred to herein a$ (FPC Schedules Nos. 6, 9, 10 and 12). 

f. Period of Agreements 

All the agreements exclusive of contract (FPC No. 20) 
dated July 16, 1940, have no expiration date but may be 
terminated by either party on six months’ written notice. 
Also these agreements may be cancelled by Mississippi for 
failure of Laclede to make payment or comply with any 
other requirement of the contract. 

Agreement (FPC No. 20) dated July 16,1940 expires June 
30,1947. This contract may be cancelled by either party for 
failure of one party to perform any of the obligations of the 
agreement. 

g. Gas Delivery and Measurement 

Mississippi is supplying gas to one delivery point outside 
of the city limits of St. Louis in the vicinity of the Laclede 
Coke Plant, and at other delivery points within the city of 
[2378] St. Louis known as Carrie Avenue Station, Tower 
Grove Station, Koken Yard Station, Charter Oak Station, 
and Continental Can Station. Gas is measured at these 
points by Mississippi with its own equipment. 

Also Mississippi is supplying gas to Laclede at special 
delivery points on the St. Louis Branch Line in the city of 
St. Louis for resale to certain industrial consumers. Under 
this agreed arrangement Laclede owns the lateral lines from 
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the industrial consumers to the tap on the line of Missis¬ 
sippi. Laclede also owns all the meters for delivery from 
these special points to certain industrials, with the exception 
of the meter at the industrial plant of Knapp-Monarch Com¬ 
pany. The industrial consumers receiving gas from these 
special delivery points are Quick Meal Stove Company, 
U. S. Naval Reserve, City Asphalt Plant of St. Louis, Ban¬ 
ner Iron “Works, Amertorp Corporation, Carondelet Foun¬ 
dry Company, McQuay-Norris Manufacturing Company, 
Knapp Monarch Company and Copper Clad Malleable 
Range Company. 

Laclede owns the measuring equipment for metering 
special industrial gas resold by it under contracts in effect 
prior to July 1, 1942 (FPC No. 6, 9, 10 and 12) and under 
contracts effective subsequent to July 1, 1940. Mississippi 
Glass Company, St. Louis Ordnance Plant and Walsh Re¬ 
fractories receive deliveries from Laclede under contracts 
effective subsequent to July 1, 1940. All special industrial 
gas resold by Laclede under contracts in effect prior and 
subsequent to July 1, 1940 with the exception of gas resold 
to Quick Meal Stove Company is passed through Mis¬ 
sissippi’s totalizing meters at Carrie Avenue or Tower 
Grove Measuring Stations. 

[2379] The pressure of the gas delivered under the agree¬ 
ments varies from 25 to 60 pounds depending on the delivery 
point. 

The sales pressure base for all measurements under all 
agreements is 14.735 lbs. per square inch absolute, or abso¬ 
lute pressure equal to the pressure per square inch exerted 
by a vertical column of mercury 30 inches in height at a 
temperature of 32 degrees Fahrenheit. These measure¬ 
ments to be corrected to temperature base of 60 degrees 
Fahrenheit from data obtained on 24 hour daily recorded 
temperature readings of the flowing gas and also corrected 
at the end of the month, if orifice meters are used, to a base 
specific gravity of 0.600 from the tests made of specific grav¬ 
ity at Meramec Station. Accuracy of meters within two (2) 
per cent is required. 

h. Heating Value 

Provision is made in all the agreements for billing adjust¬ 
ments due to variations in heating value or B. T. U. content 
of gas. 
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No adjustment is made in the bill rendered for the month 
for deliveries made under agreements other than contract 
(FPC No. 20) dated July 16,1940, if the daily average tests 
for the period show 950 B. T. U. or more; but if the gas con¬ 
tains less than 950 B. T. U. then the bill for the month is 
decreased in the same proportion as the actual B. T. IT. con¬ 
tent as shown by tests is below 950. 

No adjustment is made in the bill for deliveries made 
under agreement (FPC No. 20) dated July 16, 1940, if the 
daily average tests for the month show 970 B. T. U. or more 
per cubic foot; but if the gas contains less than 970 B. T. IT. 
then the bill for the month is decreased in the same propor¬ 
tion as the actual B. T. U. content as shown by tests is below 
985 B. T. U. per cubic foot. 

• ••*••• 

[2389] d. Source of Gas 

Gas is delivered to fulfill the requirements under the 
above mentioned agreements from the supplies made avail¬ 
able to Mississippi through purchase at their Perryville 
Compressor Station, Louisiana. This gas is derived prin¬ 
cipally from the Monroe Field. 

e. Priority and Curtailment Provision 

In the event of shortage of supply, the delivery of gas 
for enriching purposes for domestic service has preferred 
call on pipe line facilities, except for industrial contracts 
existing as of February 10,1932. Gas for resale to domestic 
consumers takes preferences over sales for boiler fuel under 
agreement dated October 18,1932. 

f. Period of Agreements 

The agreement (FPC No. 11) dated February 10, 1932, 
as amended to date and referring to gas for mixing pur¬ 
poses, expires 15 years from the first day of the calendar 
month following the date of the first delivery. This agree¬ 
ment may become void after 30 days’ written notice if the 
party in default has not removed or remedied the cause 
stated by the party not in default. Either party may can¬ 
cel the contract in case of continued shortage of gas for 
an uninterrupted period of 60 days. 

[2390] Contract (Supplement 3-A to FPC No. 11) dated 
October 18, 1932, may be terminated by either party on 90 
days’ notice. 
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g. Gas Delivery and Measurement 

Mississippi is required to deliver gas to St. Louis at one 
point of delivery in Shrewsbury, St. Louis County, Mis¬ 
souri, at a pressure of 60 pounds. The sales pressure base 
of all measurements is 14.735 lbs. per square inch absolute, 
or absolute pressure equal to the pressure per square inch 
exerted by a vertical column of mercury 30 inches in height 
at a temperature of 32 degrees F., these measurements to 
be corrected to temperature base of 60 degrees F. from data 
obtained of 24 hour average daily recorded temperature of 
the flowing gas and also corrected at the end of the month, 
if orifice meters are used, to a base specific gravity of 0.600 
from the monthly average of the daily tests made of specific 
gravity by Mississippi at its Meramec Station. Accuracy of 
meters within two (2) per cent is required. Total gas de¬ 
livered is measured by Mississippi with it own equipment. 
Boiler gas is measured by St. Louis’ metering equipment. 
• •••••# 
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tween Accounting Examiners Exhibit and Cost Allocation 
Exhibit. 

Schedule No. 6 —Reconciliation of “Other Gas Revenues ” 1 
for 1942 between Accounting Examiners Exhibit and Cost 
Allocation Exhibit. 

Schedule No. 7-^Reconciliation of Gas Purchase Expense 1 
for 1942 between Accounting Examiners Exhibit and Cost 
Allocation Exhibit. 

Schedule No. 8—Reconciliation of Purchased Gas Expense 
for 1942 between Accounting Examiners Exhibit and Cost 
Allocation Exhibit. 

Schedule No. 9—Summary of Plant Balances as of Decem¬ 
ber 31, 1942, Existing Accrued Depreciation, Net Original 
Cost, Annual Depreciation and Return at 6 M>% per annum. 

Schedule No. 10—Summary—Taxes, Other—Year 1942. 

Schedule No. 11 —Summary of Cost Allocation by Classi¬ 
fications with Return at 6 ^ 2 % per annum and with corre¬ 
sponding Federal Income Taxes—1942, Allocations made on 
Basis of Annual MCF. 

Schedule No. 12—Load Data, Heating Seasons 1940-41; 
1941-42 and 1942-43. 

[2423] Mississippi River Fuel Corporation 

Under date of April 6 , 1943, the Commission issued an 
order instituting an investigation into and concerning the 
rates, charges, classifications, rules regulations, practices, 
and contracts of the Mississippi River Fuel Corporation. 
As a result thereof, and pursuant to instructions from the 
Commission, a statement of the allocation cost of service 
rendered by Mississippi River Fuel Corporation has been 
prepared for the purpose by setting forth pertinent facts 
concerning matters involved in this investigation by the 
Commission. 

i ___ 

Frank S. French, 

Senior Rate Investigator. 

Approved: 

H. Kinder, 

Chief, Division of Rates and Research. 

Chas. W. Smith, 

Chief. Bureau of Accounts, Finance and Rates. 
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[2424] Introduction 

This exhibit, “Allocation of Cost of Service,” is presented 
to show the cost to Mississippi River Fuel Corporation 
(hereinafter sometimes referred to as Mississippi) of sup¬ 
plying natural gas to its customers during the year 1942. 
The term “cost of service” is used to cover all costs of ren¬ 
dering service, including depreciation, taxes and a 
rate of return. The necessitv of this exhibit arises bv rea- 

w * 

son of the fact that numerous customers use the facilities 
of Mississippi jointly and depend upon the same pipeline 
facilities and gas supply for service. The rates and service 
to all customers are not equally subject to the jurisdiction 
of the Commission. Some of the rates and service rendered 
are not subject to regulation by the Commission under the 
Natural Gas Act. Only by allocating costs therefor is it 
possible to determine the difference between costs and reve¬ 
nue for those sales which are subject to the jurisdiction 
of the Commission. 

For purposes of this study, customers were classified into 
two main groups, (1) main line industrials and (2) sales for 
resale. The main line industrial classification has been sub¬ 
divided between firm and interruptible deliveries. The cost 
of service was determined for each resale customer and in 
total for the two groups of main line industrial deliveries. 

The study further compares the cost of service with the 
revenue received in 1942 from each class of service. The 
difference in each case, when taken by major classifications, 
results in an excess of revenue over cost of service. The 
excess, therefore, measures the amount of reduction in reve¬ 
nues necessary to bring these revenues down to the cost of 
service, including return, as determined in this investigation 
and set forth in this exhibit. 

[2425] The results of two methods of cost allocation are 
presented in this exhibit. The first method may be described 
as a demand and commodity basis of allocation. The second 
method is a straight MOF or commodity basis of allocation. 
The second method is submitted for information purposes 
and the results shown on Schedule No. 11 herein. Because 
of its simplicity no discussion of this method is submitted 
herein and the entire results and calculations are shown on 
Schedule No. 11. The remaining schedules and all the dis¬ 
cussions herein are concerned with the first method of cost 
allocation. 

57—9181 
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Description of Schedules 

Schedule No. 1, entitled “Summary of Cost of Service, 
1942,” sets out the Rate Base, Revenues, Cost of Service, 
and the Excess of Revenues over Cost of Service for the 
year 1942. This summary covers the entire operations of 
the company. 

The first column of this schedule shows the “Amount 
per Examiners’ Excess Earnings Exhibit,” showing indi¬ 
cated Excess of Revenues over Cost of Service of $1,276,- 
807.65. The second column entitled “Adjustment” shows 
those adjustments necessary for purposes of making the 
Allocation of Costs. The net result of the adjustments is 
to increase the indicated Excess of Revenues over Cost 
of Service as shown in the first column by $386,046.97, or 
to a total of $1,662,854.62. The net adjustment of $386,- 
046.97 is the result of the following two adjustments: 

(1) Revenues were adjusted to reflect rate reductions 
made by Mississippi subsequent to January 1, 1942, 
on the basis of sales for the year 1942. The net effect 
of these rate changes represents a net decrease in reve¬ 
nue of $11,789.44. 

[2426] (2) Gas Purchase Expense has been decreased 

by $397,836.41 to reflect, for the full year of 1942, the 
reductions in rates of United Gas Pipe Line Company 
for the sale of gas to Mississippi, ordered by the Com¬ 
mission in Docket No. G-148. 

Eliminating the above adjustment in revenues of $11,- 
789.44 from the total revenue adjustments shown in Sched¬ 
ule No. 1 of $171,247.99 results in a figure of $159,458.55. 
This amount represents various items carried in the ac¬ 
countants’ exhibit as revenues which have been transferred 
as a credit to expense for cost allocation purposes. The 
principal credit represents revenues received from Crossett 
Lumber Company of $103,149.21, leaving Other Gas Reve¬ 
nues credited to expense of $56,309.34 (see Schedule No. 5 
for details). 

Deducting the rate adjustment of $397,836.41 from the 
total expense credit adjustment shown in Schedule No. 1 
of $557,294.96 leaves a net credit adjustment to cost of serv¬ 
ice of $159,458.55, as stated above. This amount represents 
a transfer from revenue accounts for purposes of the cost 
allocation. The details of these various transfers are ex¬ 
plained in the subsequent schedules. 
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Schedule No. 2 , entitled “Summary of Cost Allocation by 
Classifications with Return at 6M>% per annual and with 
Corresponding Federal Income Taxes—1942,” sets out the 
annual volumes of sales in MCF, Peak Day sales in MCF, 
Annual Revenue, Costs of Service spread between Demand, j 
Commoditv, Local and Other Costs and Excess of Revenues 

V 7 

over Cost of Service. All of the above data are set out 
by customer classification. 

Schedule No. S, entitled “Summary—Allocations of Costs 
between Demand, Commodity and Other Costs—1942,” sets 
[2427] out the type of cost and the allocation as between the 
above listed cost classifications. 

i 

Schedule No. 4 , entitled “Details—Cost of Service— 
1942,” sets out each specific expense item and the designated 
classification of cost as between Demand, Commodity, Local 
and Other Costs. There are two amounts shown under the 
last column designated “Local.” These amounts are Pur¬ 
chased Gas Expense of $85,329.03 (Sheet No. 1 of Schedule 
Xo. 4), representing the cost of fuel oil delivered to inter¬ 
ruptible industrial customers in lieu of gas, and $46,303.72 
(Sheet No. 2 of Schedule No. 4), representing the revenue 
received from these customers on the basis of the equivalent 
natural gas. 

Schedule No. 5 , entitled “Reconciliation of Revenues— 
1942, Between Accounting Examiners’ Exhibit and Cost 
Allocation Exhibit.” There are three columns showing cer¬ 
tain transfers and adjustments in this schedule. The first of 
these colnumns is “Transferred from Other Gas Revenues.” 
The total amount in this column is $15,353.98. This amount 
represents a transfer from “Other Gas Revenues” to “Gas 
Service Revenues” and Schedule No. 5 shows the distribu¬ 
tion of this amount to the specific customers involved. The 
amounts represent Severance and Gathering Taxes and 
Standby Charges collected from the customers shown. 

The second column of adjustments shows the effect of rate 
changes made subsequent to January 1, 1942. Industrial 
revenues were increased $9,890.66 and revenues from sales 
to Other Utilities for resale decreased $21,680.10 on the 
basis of 1942 volumes representing a net decrease of $11,- 
789.44. 

The third column of adjustment provides for the elimi¬ 
nation from revenues of (1) $103,149.21 received from 

58—9181 
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Crossett Lumber Company, and (2) $56,309.34 which is the 
remaining balance in “Other Gas Revenues.” 1 Both of 
[2428] these amounts have been credited to expense accounts 
as shown in Schedule No. 6. 

Schedule No. 6 —“Reconciliation of ‘Other Gas Revenues’ 
for 1942, Between Accounting Examiners’ Exhibit and Cost 
Allocation Exhibit.” The total amount of Other Gas Reve¬ 
nues for 1942 was $71,663.32 per Accounting Examiners’ 
Exhibit. Of this amount, as explained under Schedule No. 
5 above, $15,353.98 was transferred to Gas Service Revenues 
leaving a balance of $56,309.34. The distribution of this lat¬ 
ter amount is shown on Schedule No. 6, in the last column. 
As explained under Schedule No. 4, $46,303.72 of the $56,- 
309.34 was allocated directly to interruptible industrial cus¬ 
tomers as the natural gas equivalent of fuel oil delivered. 
The remainder, $10,005.62, was allocated as a credit to De¬ 
mand Cost on all other sales. The $10,005.62 represents 
largely rents from Gas Property, which amount to $9,903.59. 

Schedule No. 7, entitled “Reconciliation of ‘Gas Purchase 
Expenses’ for 1942 between the Accounting Examiners’ Ex¬ 
hibit and Cost Allocation Exhibit,” sets out the necessary 
adjustment for rate changes subsequent to January 1, 1942. 
On April 1, 1943, the United Gas Pipe Line Company re¬ 
duced their charges for natural gas sold to Mississippi River 
Fuel Corporation. In order to reflect this rate reduction 
it was necessary to use the 1942 volumes purchased and to 
apply the new unit rates per MCF. The effect of this rate 
reduction amounted to ($397,836.41). The expense in con¬ 
nection with the purchase of the gas used by Crossett Lum¬ 
ber Company ($73,334.74) was taken out and charged to 
other expenses. (See footnote (1) Schedule No. 4, Sheet 
2 of 2.) There follows a summary of the adjustments of 
this account: 

[2429] Reduction made by United Gas Pipe 

Line Company . ($397,836.41) 

Crossett Lumber Company (transferred to 

“Other Expenses”) . ( 73,334.74) 


Total . ($471,171.15) 


1 As shown on Schedule No. 5, $15,353.98 of Other Gas 
Revenues was transferred to Gas Revenues. 
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Schedule No. 8, entitled “Reconciliation of ‘Purchased 
Gas Expense’ for 1942, Between Accounting Examiners’ 
Exhibit and Cost Allocation Exhibit,” shows the transfer 
of Severance and Gathering Taxes from “Purchased Gas 
Expense” to “Gas Purchased.” This transfer was neces¬ 
sary in order to take care of a change with respect to the 
handling of Severance and Gathering Taxes that occurred 
with the reduction ordered bv the Commission in the rates of 

w 

the United Gas Pipe Line Company. Prior to this order, 
Severance and Gathering Taxes were billed in addition to the 
rate charged. The new rates ordered by the Commission 
include an allowance for Severance and Gathering Taxes. 
Reference to Schedule No. 7 shows that $54,854.93 repre¬ 
sents for the year 1942, the amount of Severance and Gath¬ 
ering Taxes charged by the United Gas Pipe Line Company. 
This amount has been added to the payments made to United 
under the rate in order to arrive at the over-all reduction 
in cost of purchased gas, of $397,836.41. 

The new rates of 5.75^ and 6.23^ per MCF shown at the 
bottom of Schedule No. 7 in the computation of the adjusted 
cost of gas purchased from United Gas Pipe Line Company 
for 1942, as stated previously, includes allowance for Sever¬ 
ance and Gathering Taxes. 

Schedule No. !), entitled “Summary of Plant Balances as 
of December 31, 1942, Existing Accrued Depreciation, Net 
Original Cost, Annual Depreciation and Return at 
per annum,” sets out the above information in detail. All 
of these figures were secured from accounting exhibits ex¬ 
cept the computation of the return. 

Schedule No. 10. entitled “Summary—Taxes, Other— 
[2430] year 1942,” sets out the total taxes for the year 1942 
by the name of the tax and the allocation made of this ex¬ 
pense. 

Schedule No. 11. entitled “Summary of Cost Allocation by 
Classifications with Return at per annum and with 

Corresponding Federal Income Taxes—1942, Allocations 
made on Basis of Annual MCF,” sets out the cost between 
direct sales and sales for resale computed on the basis of the 
total annual volumes of gas consumed during 1942. 

Schedule No. 12, entitled “Load Data, Heating Seasons 
1940-41; 1941-42 and 1942-43,” sets out the volumes of gas 
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consumed on the coincidental peak day by classifications of 1 
customers. 

' i 

Sources of Information 

The amounts shown in this exhibit for Operating Ex¬ 
penses, Depreciation, Taxes and Working Capital have been 
secured from exhibits introduced in these proceedings by 
the accounting examiners of the Federal Power Commis¬ 
sion. The amounts included are the adjusted amounts de¬ 
termined by the examiners and set forth in their exhibits. 

In addition to the above adjusted expenses, this exhibit 
includes as an element of the cost of service, an amount 
calculated at 6M»% per annum on the Net Original Cost of 
Gas Plant in Service, as return on Property in Service; and 
an additional amount of return calculated at the same rate 
on the required Working Capital determined by the exam¬ 
iners of the Commission. These amounts of return are in¬ 
cluded without prejudice as to the proper amounts which 
may be allowed by the Commission, and have been adopted 
in this exhibit for the purpose of presenting a statement 
containing all of the elements of the cost of service. 

The amounts shown in this exhibit for revenues arc likc- 
[2431] wise the revenues determined by the accounting 
examiners of the Commission. It will be noted that certain 
of the “Other Gas Revenues” have been reflected in this 
exhibit as deductions from operating expenses. These sup¬ 
plemental reclassifications are of minor consequence and 
have been made solely for the purpose of simplifying the pre¬ 
sentation of this exhibit and to make possible a direct com¬ 
parison of the total cost of service of the company with its 
total related revenues from gas service. 

The information used in this exhibit relating to annual 
volumes of gas handled has been secured from information 
introduced previously in these proceedings. The coinci¬ 
dental maximum day deliveries and the flow of gas through 
the transmission system were secured from measurement 
records of the company. The volumes of gas as shown are 
those computed at the uniform pressure base of 8 ounces 
above 14.4 pounds per square inch absolute, with tempera¬ 
ture base of 60 degrees Fahrenheit. 

Scope of Investigation 

A careful study has been made of the gas service rendered 
by the company, the geographical locations of its various 
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markets, the composite character of the load served, the 
character of service requirements of the different classes of 
customers, the sources of gas supply, and the extent of the 
demands at the various delivery points. The general his¬ 
tory of the construction and development of the facilities 
used in rendering service, the history and growth of the 
operations of the company, and the development of its 
markets for gas, have also been studied and considered. 

The investigations made in connection with the presenta¬ 
tion of this exhibit have been directed principally to sales 
for resale to distribution companies served from the trans¬ 
mission lines. 

[2432] The transmission mains constitute an integrated 
system whose operation and use are interwoven one with 
another. The extent of the use of the individual lines is 
dependent upon the combined load on the system. It has not 
been practicable to segregate any transmission facilities and 
assess them as used exclusively by a specific customer. The 
transmission mains have been grouped as constituting a 
single system for the purpose of this exhibit. 

A previous exhibit sets out the annual and maximum day 
volumes of gas consumed. These volumes were used in the 
preparation of this exhibit. 

In selecting the principles and mechanics underlying the 
method of determining the Cost of Service in this exhibit, 
careful consideration has been given to recognized methods 
of cost determination procedure, customs of the industry 
and the special engineering features inherent in the con¬ 
struction and operations of this particular property. 
Proper effect has been given in each determination of the 
principle that the cost procedure be directly related to the 
particular property under consideration. It has also been 
borne in mind that the method adopted should be stable and 
as susceptible to as continuous application as possible and 
that it should not allow a distortion of cost resulting from 
transient disturbances in operating conditions or expedient 
operating procedures to result in an erroneous allocation to 
a group of customers that would either unfairly benefit or 
discriminate against other groups. 

The allocation presented in this exhibit shows the cost of 
rendering service to each distribution company. This docs 
not infer that separate rates are proper for each distribu¬ 
tion company. Where the characteristics of service ren- 
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dered are similar and costs of service are not materially dif¬ 
ferent, a single uniform rate applicable to all distribution 
[2433] companies may be desirable. The cost of service to 
each distribution company may be used as a guide to avoid 
undue discrimination in the terms of a uniform rate. 

General Explanation of Cost Allocation Method 

After a careful study of the operations of the properties 
and the characteristics of the various classes of customers, 
it was concluded that the demands of the customers on the 
peak day were the most reasonable basis for the allocation 
of the demand costs between the various classes of custom¬ 
ers. The highest peak day for the heating season 1942-43 
occurred on March 3, 1943. Schedule No. 12 shows the 
demands for the various classes of customers and for each 
resale customer on that day. This schedule shows the same 
information for the peak days of the heating seasons of 
1940-41 and 1941-42. Taking the two broad classifications of 
customers, main line industrial and resale, it will be noted 
that the percentage of distribution of the total demand on 
the peak day of 1942-43 varies only slightly from that for 
the three-year average. On March 3, 1943, main line in¬ 
dustrials were responsible for 54.25% of the peak, whereas 
the same percentage based upon averaging the peaks for the 
past three heating seasons was 55.71%. Comparable per¬ 
centages for the resale classification were 45.75%- and 
44.29%, respectively. 

It is noted that the demands of the main line interruptible 
industrial customers at the time of the system peak day in 
each year shown on Exhibit No. 12 varies considerably, 
from a low of 9,424 MCF to a high of 35,659 MOF. The 
average for the three-year period is 23,001 MCF which 
compares with the 23,918 MCF shown for March 3,1943, and 
used in this exhibit. This indicates that over a period of 
[2434] years, in spite of wide yearly variations, there ap¬ 
pears to be a stability in the amount of this load that can 
be expected during the system peak day. More important, 
it definitely shows that, in spite of the fact that customers 
within this classification are subject to interruption of serv¬ 
ice during peak days and many of them are cut off for a day 
or more during the year, invariably a certain amount of this 
load appears to be present on the peak day. 
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Gas Purchased and Purchased Gas Expense 

The cost of gas purchased and purchased gas expense 
being entirely related to the units of volume delivered was 
allocated to each customer or classification on the basis of 
annual volumes of gas consumed. 

The expense of purchasing fuel oil as a substitute fuel has 
been charged to industrial consumers. 


Transmission Expenses 

The transmission expenses were classified generally as 
follows: 

(1) Demand Costs—Costs that are predominantly 
proportional to the demand or size of plant or which are 
largely independent of the annual volume of gas de¬ 
livered. 

(2) Commodity Costs—Costs incurred predomi¬ 
nantly in proportion to the annual volume of gas de¬ 
livered. 

(3) Other Costs—Costs incurred predominantly in 
proportion to the number of metering points were 
classified as other costs. 

(4) Local Costs—Costs associated with the delivery 
and sale of gas to specific customers and allocated di¬ 
rectly to the particular customer or group of customers 
to which thev are related. 

Demand costs were allocated in proportion to the de¬ 
liveries made on the coincidental maximum dav. Com- 
modity costs were allocated in proportion to the annual vol¬ 
umes delivered, both expressed in MCF on a uniform pres- 
[2435] sure basis. 


Distribution Expenses 

Distribution expenses, which are principally expenses 
made in connection with meter equipment, have been al¬ 
located to each customer on the basis of the number of de¬ 
livery points. However, the maintenance expenses under 
this account classification were allocated on the basis of 
demand. 
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Customers Accounting and Collecting 

This expense, which is principally related to the reading 
of meters, was allocated to each customer on the basis of the 
number of delivery points. 

Administrative and General Expenses 

The Administrative and General Expenses were allocated 
on the basis of the ratio developed on all other costs ex¬ 
clusive of gas purchase expense. 

Other Gas Revenues—Credit 

As stated previously, certain “Other Gas Revenues” of 
the company have been classed as deductions from expenses 
for the purpose of simplifying the presentation of this ex¬ 
hibit. Rents from Gas Property, derived principally from 
the renting of dwellings to employees, gathering and sever¬ 
ance taxes, revenues from the sale of substitute fuel, serv¬ 
ices on customers’ premises, warehouse sales, trucking and 
the standby charge made to the Arkansas-Louisiana Gas 
Company at Pine Bluff are included as revenue items in 
the staff’s accounting exhibit. 

[2436] Allocation of Annual Accruals for Depreciation 

The annual cost of depreciation has been distributed to the 
various functions in proportion to the Net Original Cost of 
Gas Plant in Service; and apportioned on the basis of de¬ 
mand, except the depreciation of compressor station equip¬ 
ment, which was allocated on the basis of 50% commodity 
and 50% demand. 


Other Taxes 

Ad Valorem, Unemployment Compensation, Old Age 
Benefits, Franchise, Power and City License Taxes 

These taxes were secured from the exhibit prepared by 
the accounting staff. These taxes were allocated to each 
customer on the basis of their established demand. 

Federal Capital Stock and State Income Taxes 

These taxes were secured from the exhibit prepard by 
the accounting staff and allocated to each customer on the 
basis of 50%' demand and 50% commodity. 
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Return on Rate Base 

The return on the property included in the rate base is 
computed for the purpose of this exhibit at 6M>% per annum 
on the rate base as of December 31, 1942. The resulting- 
amounts were allocated to each customer on the basis of 
50% demand and 50% commodity. 

Federal Income Taxes 

Federal Income Taxes were secured from the accounting 
examiners of the Commission. The difference between the 
taxes as computed and any higher taxes due to maintaining 
present rates for some classes of consumers would properly 
[2437] be chargeable to those customers whose rates remain 
unchanged and on which the company is earning in excess 
of 6M>% return. The allocation of these taxes to each cus¬ 
tomer or group of customers, follows the return element. 

Adjustments 

Crossett Lumber Company 

The contract with the Crossett Lumber Company pro¬ 
vides for the delivery of gas to that company at Crossett, 
Arkansas, at the rate of 6 cents per MCF, plus certain taxes. 
This gas is delivered into the Mississippi’s system in the 
Monroe filed by the United Gas Pipe Line Company at a rate 
of 4 cents per MCF, plus certain taxes. For the purpose 
of this cost allocation, the difference between the expenses 
of $73,334.74 and revenues of $103,149.21, in connection with 
this transaction, or $29,814.27, is credited to transmission 
expenses (see Schedule No. 4, Sheet 2). This credit is car¬ 
ried in the demand column. 

United Gas Pipe Line Company 

As of April 1, 1943, the United Gas Pipe Line Company 
reduced their rates for gas sold to the Mississippi River 
Fuel Corporation, the present rate being 5.75 cents per 
MCF for all gas delivered from Monroe field and 5.75 cents 
per MCF, plus a Btu adjustment for all gas delivered from 
Rodessa field above 990 Btu. The combined rate was ap¬ 
plied and the gas purchase expense was adjusted for the 
vear 1942 to reflect this rate reduction. 
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Interstate Natural Gas Company, Incorporated 

This exhibit does not reflect the reduced rates ordered by 
the Commission, as these rates are under litigation at this 
[2438] time. The reduction if used, would have amounted 
to approximately $317,000.00 for gas purchased from this 
company for the year 1942. 

General 

This exhibit does not include any adjustment for gas 
purchase expense other than set out above. 





I 


Sohtodul* lo. 


1 

3 


II 

° * 

u o 

• rH 


r*->o 

H rH 

CO rH 

* «] 


• *, 


1838 
• • • 

• 

KN 

• 

Kr32&8&8 

rH 

H 

• 

a 

m 

* % ** 

t** 

rH 

CO 

m 

8? 

c- 

A 

eiaHS 

U\ 

& 

7^ 

% 

t 

% 

p- 


$ 

31 


3 

CO 

KN rH 

•k 

p- 

rT 


« 

rH 

r-r 


UNQ rH 
U\NO CO 
• • • 
NO -^KN 
cs- on cvj 
•o -d 1 «h 
« • • 
ITS UNO 
rH UN CO 
KN rH 


* R 

I i 

R i 

UN KN 


O 

I 

00 


o 

4» 

to 

o 

o 



& 

1 

2 

& 


H *H 

338 


CVJ 

p~ 

CNI CD 
knnC 
CO rH 

o§ 

rH 

CD 

£ 

&§ 

B§ 

£ 

NO 

rH 

On 

KN On 
CVJ 

<N 

rH 

3 

CO 


a 

V 

I 

iUg 

"{O 


KN 

ft 

I 


°s 


to 

a 


V. 

■ 0 4* 

• to 

« a 

o 

I u 


ft 

o 

Vi 


3 On 


:?i 


& 


% 

M 


4* O p, ■ 

S 2^4 8*3 

si • ° 5 5 

Q4* 3 ft 
Vi to .O ® 
O TJ O -H O 
• Of, 

■P *> -P 
to * *5 a 
0 3*0 
O ■*“» 4-> O 

o • u 

S*£-g 

s .5* 

a • 3 « 


• 

o 

m 

» 

1 


CO 


I « 


« 

04 


► 

04 


OJ KNftl ft) O CO Q 

© O CNO'O SSo 

3> UN &? C*1*UN $ 

On On P- rH CO KN rH 

• * • » k » k 

rH CVjNft 
_ ,^0 S 

CVJ UNf-KN kS On 

% 

#c\ rH 


M 


On 


w> 

a 


■—N—kr-Nr-N d O 

N 040 ' ft rH 


o 
So 

•C 

• o 
o co 


o 

m 

XS 

o 

CO 


o o o 
so a p» 


M • ■*» 

o 

m 


• • 

xi J 3 
o o 
CO CO CO 


■8 


• • 


s 

■p 

V 

V 

CO 

Vi 

o 

4* 

to 

o 

u 


m 

i 

i 


g 

& 

w 

to to 

S a 8 


'Sin 

to u —* 

1 


o 

„ ft • 
O O U 
ft Xl a, 

p P to 

ft, O Q 


° Q 

0 
• h 
O XX to 
MOP. 

N eo_. 

8 $ 

o 

o • 
0 • 

M A 

IftS 

IJ85 

to -p 

u, o a 
o 

II 

to « £ 

©op 

a at 


& 

o 


§ 


8 

t 

00 


o 

4» 

to 

O 

o 

1 


UN 

NO 


NO 

Sr 


o 

t! 

8 

CO 

Vi 

O 


o 

o 




• i 

oo a 

Vi * 


► 

to 

P4 

« 

■ 

8 

5 

3 

8 

3 


2439 





oelr.t "'■o. Cr-462 rrmsirri HIT'S T"BL COH'flHATTCH '.hadpl. go, 2 

3iy af C+at Allooatlott by Claaalflaatloaa and v.lth Rattan 

at •> Paraaat par Asaoi and l th Corrasponding Tnaoz* Taxaa 
-- r ^ Y T 7T g - KX -»- 


Particular* 

: atml 

Volumes 

0oineia«iital 

act Cay 
Tolnti 

VCT* 

Raraauea 

,■4—..£ 

/anand 

oat of 
Cocoroditr 

'•Mill 

rthay 

Total 

1 

fatal 

“xeaaa 

Ramma 

Crar coat 
f arrida 

Piraat alas to Industrial < ustoaara 









Tin 

14,802.004 

60.151 

* 3,430,741*38 

379,413.35 

rl,624,319.57 

16,781.39 

% - 

? 7.880,013.53 

910,728.27 

Intarrupttbla 

15.134.921 

23,918 

2.227.101.72 

418.932.64 

1,661,362.36 

0,350.70 

39,025.31 

7,177,711,0] 

99.390.71 

~otal 

9.936,930 

74,069 

3,657,343.30 

*,297,345.99 

3,236,130.93 

25.172*09 

39,025.31 

4.647,724.3^ 

\ 1,010,118.98 

'«la* of Saa to rthar Utilities for 

’“.-ala 


■ 







/rkanaas Louisiana ^as Co* 

409,81? 

3,099 

123.326*98 

53,909.46 

44,985.6? 

4,614.88 

- 

103,110.01 

*0,216.97 

/rlrsaaaa owar & Light Co* 

930,9./* 

*.890 

230,226*4? 

119,980.29 

102,187.98 

5,453.96 

- 

227,622.23 

i ?,604*24 

Yisaouri natural Cas Co* 

368,410 

2,600 

120,861.29 

45,539.96 

39,342.72 

3,356.27 

- 

88,238.92 

| >2,622.30 

Laelada 3aa Light Co* 

6,725,434 

31,228 

1,595,064*92 

^46,969.99 

738,251.82 

f.936.74 


1,28^,158.88 

536,905.97 

ft. louia County Oea Co* 

8.439.699 

14,491 

682,023.44 

253,114*63 

267,806.09 

415.53 

- 

521,340.25 

150.68C.19 

Total t* ronia Aram 

9,165,133 

45,67$ 

T,277,08779? 

"03,084.62 

l,d06,057.9i 

3,356.27 

- 

1,309,498.80 

*67,539.16 

| 

Union Elaatric Co. of ill. 

106,6X0 

362 

30,668.42 

5,340.56 

11,702.59 

419.53 

- 

18,462.68 

12,225.74 

IHiaoia-Ioae oaar Co. 

1.077.221 

3,923 

309*699*36 

68.712.80 

118.246.70 

1.238.62 


188,218.12 

117.477.23 

Total alas for ^aaala 

12,048,118 

62.469 

3,087.886*43 

1,0*4.167.ft* 

1,322,523.57 

18.499.53 

— 

2,435.150.79 

r ,ni 11 " 

652.735.64 

Total ~yataa 

41,963,048 

136,538 

*8,745,779.73 

2,391,913*68 

*4,608*704.50 

; 43,631.42 

239,025.51 

9 7,082.875.11 

41.6?S,S54.«S 
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Alloootloa of Coot 


si. Oo—oil It. Cthar 
MT 194 f 


aaft taoal Coots 


Partlowlaro 


Coo PoroBasod 


TOtol 

$ 3 , 107 , 268.87 


£ 3 , 107 . 293.27 


POTOlMOOd Ooo WzpOBOO 


108 , 486.43 


23 , 127.40 


$ 88 , 386.08 


Othor Erponoo 


1 , 478 , 606.11 


1743 . 088.68 


732 , 285.26 


$ 43 . 631.62 ( 46 . 809 . 78 ) 


Doproolatloo 


794 . 178.68 


788 , 886.86 


71 , 336.38 


871 . 888.00 


188 . 686.00 


188 . 986.00 


Hum - Otkor 


302 . 3 * 1.88 


876 , 641.64 


89 . 676.74 


Katax* oa Roto Booo 


686 . 178.00 


468 , 086.80 


463 , 086.50 


Total 


$ 7 , 082 . 375.11 $ 8 , 961 , 513.68 | $ 4 , 608 , 704.80 


$ 43 , 631.68 $ 86 , 025.91 
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Oiitawri AmostlM iM Poll—tiat 
CaatoSaMTe Coatraata It Orlara 
Vatar Faadlac 

Ca a teaara HU lac * Aaaowtlac 
Vlaaallaaaaaa txjaaatc 
Mai Caatoaara iaaaaatlag It Oalloatlac 

HalaUtratlTa aad Qaaaxal Ifrpaaaa 
Total (HI mr 2*paaaaa 

Craaaatt Isrifcar Cospaay - Adjaataaat (1) 


Otter Oaa Fataaaaa - Crodlt (Safeodala ffo.4) 
Total Otter Fzftaaaa 
teimlttlit 


Tax** • Otteor 


tatara oa Fate Jteac 


Total Cast of anlii 


t 1*838*81 
£,tCf.94 
u f i2T.at 

litvfiili* 

86*37 


1*856.96 

25*044*9S 

2,841.40 

95*40 


Hf.U9.96 

l t H6,7a.9S 

(£9*814.4?) 

(94.909*94 ) 
1,4ft *606 .11 
?94,1?9.9* 

371*899.00 

90S,391.99 

994.173.00 

!7,09t,*n*u 


-aa 9108*149.91 
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Reconciliation of Revenues - 19U2, 

Between Aooountlng Examiners 







Exhibit and Cost Allocation Exhibit 





MC? - lii.9 Psi . Abs. 

j 

Revenue 

Transferred 


Adjustment 

For Rata 


Twtal 


Total Before 
Adjustment 

Total 

Adjusted 

Per Exasdnsrs 
Exhibit 

Pros Other 
Gas Revenues 

Total 

Changes 

Sinoe 1-14*2 

Adjustment 

(3) 

Adjusted 

Revenues 

Industrial Salas 









Arkansas 

Pirn (Cross#** IsaSvr c*.) 

1.573,172 


♦95.063.72 

i) $ 8,085Jj9 

♦l03.lU9.2l 


(♦io3,iU9mi) 


Illinois 

y.™ 

Intarruptibla 

9*6B3.U70 
11,231*, mo 

9.623.U70 

11.28U.1U0 

2.?30.5au.52 

1.607.753.52 


2.250.5UU.52 

1.607.753.52 

(IU.056.5D 

5.0U0.00 


$2,226,U88.01 
1.612,793.52 

Missouri 
' Krn 

Intarruptibla 

5.178.539 

3.e50,78l 

5,178,539 

3.850,781 

1,20U,:?81.0U 
605.573.56 


1^0U.281.QU 

605 . 373.56 

(27 m9) 

8.93U.6U 


1.20U.253.5? 

6lU.308.20 

Total All States 

TES- 

Interrupt!bis 

16,375.181 

15.13l.921 

lU.802,009 

15.1A.921 

3.529,889.28 

2,213.127.06 

•• 

3.537 .97U.77 
2,213.127.08 

(U.083.98) 

13.97U.6U 

(I 03 ,iu 9 .m ; 

3m30,7U.5e 

2,227.101.72 

Total All Statas 

3 i. 5 io.io 2 

2^,936,950 

?,7IJ.'01'673E 

8.685 J49 

5.V51.101.85 

9,89o.6fc 

(T03.lU9.2r) 

5.057 »8U3»3d 

Salas to Crthar Utilities for Resale 








Arkansas Louisiana Gas Company 
Arkansas Power A Light Coaspacy 
Missouri Satural Gas Company 
Laclada Gas Light Coupany 

St. Louis County Gaa Company 
Onion Ilactrio Co.of Illinois 
Illinols-Iowa Poerur Company 

Uc9.ei7 

950.9** 
358 JOO 

6.725 mA 

2A39.699 

106*610 

1.077.221 

U09.C17 

930.9C7 

353 mio 
6*725 mA 
2mA.<99 
106,610 
1.077,221 

121,876.38 
2U2.785U3 
12U.262.50 
1.595.06U-52 
682,023 UU 

30.668 m2 
305.695.35 

(2) 3 . 610.20 
(1) 2,570.86 
(1) 1,067 m3 

125.U88.5e 

2U5.356.29 

125.2Ut.93 

1.595.06U.52 

682,023 mu 
30,688 m2 
305.695.35 

(2,161.60) 

(15,129.82) 

(U,386.68) 


123.326.98 
230.226m7 
120,861.25 
1.595.06U.52 
6e2,023mU 
30,688 J*2 
305.695.35 

Total Sales for Ratals 

12,01*8,118 

12.QU6.118 

3,102,298.QU 

7.268 m9 

3.109.566.53 

(21,680.10) 


3.087.886m3 

Total Syntax 

Otksr Gas Sa-rwnnas 

1*3.558.220 

Ul.965.0UB 

8,8U5.31U me 
71,663.32 

15.353.98 

(15.353.96) 

8,860,668.38 
56,309.A 

(11.7e9mU) 

(103.1U9.21) 

(56,309. A) 

8.7U5.729.73 

Total Adjusted 

U3.558.220 

Ul.985.0U8 

8.916,977.72 


8.916,977*72 

(11.789 mu) 

(199.U58.55) 

8-7U5.729.73 


C) 

( 2 ) 

CC 

^ (3) 

m- 


Severance and Gathering 'u«a 

SsTeraaos and Gathering Taxes $1,210.20 
Standby Charge 2.UQ0.0C 

Tetai |;,t:C.2C 

Transferred as adjustment oredit 
apilnst “Other Expenses". 
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(5) Ir*&«f«rr*d to *Othar Erpm«e» 




cot Ho. 0-i|62 



Docket Ho. G-U62 


MISSISSIPPI RIVER 


SinwiTji of Plant Balsroos, Ixlj 
Set Plant as ot peoeaber 51, 19^- 
Dopreojatloa for Tot 19U2 and ? 


FPC 

Aooount 

Ho. Aooouat Ho— 

501-30J Organisation 

Transmission plant 

351*1 Load and Land Right* - Load 

351*21-22 Land aad Land Rights - Leasehold* 4 Rights-of-way 

352.1 Pumping Station Structures 

352.2 Measuring it Regulating Station Struoturea 

352.3 Other Transmission System Structures 

355 Mains 

35U.1 Pxa^iag Station Equipment 

354.2 Measuring it Regulating Station Equipment 

354.3 Other Equipment - Eleotriool Drainage 

Total Transmission 
Distribution Plant 

357 •! Land and Land Si gh€s - Land 

357.21 Land aad Land Rights - Leaseholds 

356.1 Structures and Improvements 

360 Pumping aad Regulating Equipment 

366 Other Property on Customers Premises 

Total Distribution Plant 
General Plant 

370.1 Land and Land Rights - Land 

370.22 Land and Land Rights - Rights-of-way 

371 Structures and Improvements 

372 Office Furniture 4 Equipment 

376 Laboratory Equipment 

377 Tools and Work Equipment 

376 Conmuai oat ions Equipment 

579 Miscellaneous Equipment 

Total General Plant 


Plant 

Balances 

♦ 3.750.09 

59.33U.0U 
579.022.95 
UiU.352.8ii 
1U.8U7.89 
137.736-U9 
16.U79.599.59 
U, 118,858.03 
53.712.33 
91.262.59 


1.910.7U 

2.557.52 

33.52U.21 

205 . 150.23 
226,771M 


2,166.19 
6,527.35 
56.U6e.77 
30.836.51 
6,273.3U 
U2.3U3-17 
32U.U9l.96 
1.503.96 


Total Exclusive of Transportation Equipment 
Transportation Equipment 

Total Plant in Servioe 
Gas Plant Held for Future Use 
Construction Work in Progress 
Retirement Work in Progress 
Total 

Contributions for Construction 
Working Capital 


22 . 883 , 002.22 

75.6U5.30 


736.53 

68.UU8.12 

23,027.832.17 

(150.8U6.5U) 

U30.000.00 


Total 


♦23.506.985.83 



Sohedule Ho 



W' 


i 




I 


>t So. S-U62 Sohedula 5o« 10 


MISSISSIPPI SIVBR FUEL CCRPCRiTIOH 
Stuamary - Taxes - Other 
Jgar 19U2 ' 


of Tax 

Total 

Demand 

Coataodity 

tal Stock 

♦20,000.00 

♦15,000.00 

♦15,000.00 

ployaent Coupon sect ion 

ifc.93U.35 

12.93U.35 


Lg© Benefits 

7,812.65 

7,812.65 


arty 

2io.971.28 

210,971.28 


ohise 

i&,6l7.70 

10,617.70 


r 

6,657.50 

6,637.50 


as 

21*359 JUB 

10.679.7U 

10.679.7U 

Lioens# 

1,988Ji2 

1,986 .U2 


Total 

♦302,321.58 

♦276.6Ul.6U 

♦25.679.7U 
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FEDERAL POWER COMMISSION 
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[2454] Mississippi River Fuel Corporation 

Under date of April 6, 1943, the Commission issued an 
order instituting an investigation into and concerning the 
rates, charges, classifications, rules regulations, practices, 
and contracts of the Mississippi River Ruel Corporation. 
As a result thereof, and pursuant to instructions from 
the Commission, a statement of the allocation cost of serv¬ 
ice rendered by Mississippi River Fuel Corporation has 
been prepared for the purpose of setting forth pertinent 
facts concerning matters involved in this investigation by 
the Commission. 

Frank S. French, Senior Rate Investigator. 

Approved: H. Kinder, Chief, Division of Rates and 
Research. Chas. W. Smith, Chief, Bureau of Accounts, 
Finance and Rates. 


[2455] Mississippi River Fuel Corporation 
Introduction 

This exhibit, “Allocation of Cost of Service,” is pre¬ 
sented to show the cost to Mississippi River Fuel Corpora¬ 
tion (hereinafter sometimes referred to as Mississippi) of 
supplying natural gas to its customers during the year 1943. 
The term “Cost of Service” is used to cover all costs of 


I 
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rendering service, including depreciation, taxes and a 6% 
percent rate of return. The necessity of this exhibit arises 
by reason of the fact that numerous customers use the facili¬ 
ties of Mississippi jointly and depend upon the same pipe i 
line facilities and gas supply for service. The rates and j 
service to all customers are not equally subject to the juris- j 
diction of the Commission. 

For purposes of this study, customers were classified 
into two main groups, (1) main line industrial sales and (2) 
sales for resale. The main line industrial classification has 
been subdivided between firm and interruptible deliveries. | 
The cost of service was determined for each resale cus- i 
tomer and in total for the two groups of main line industrial j 
deliveries. 

The study compares the cost of service with the revenue 
received in 1943 from each class of service. The difference 
in each case, when taken by major classifications, results in 
an excess of revenues over cost of service. The excess, 
therefore, measures the reduction necessary to bring these 
revenues down to the cost of service, including return, as i 
determined in this investigation and set forth in this exhibit, i 
[2456] The results of two methods of cost allocation are 
presented in this exhibit. The first method may be de¬ 
scribed as a demand and commodity basis of allocation. 
The second is a straight MCF or commodity basis of alloca¬ 
tion. The second method is submitted for information pur¬ 
poses and the results shown on Schedule No. 3 herein. Be¬ 
cause of its simplicity no discussion of this method is sub¬ 
mitted herein and the entire results and calculations are 
shown on Schedule No. 3. The remaining schedules and | 
all the discussions herein are concerned with the first method j 
of cost allocation. 

Description of Schedules 

Schedule No. 1, entitled “Summary of Cost of Service, 
1943,” sets out the Rate Base, Revenues, Cost of Service, j 
and the Excess of Revenues over Cost of Service for the 
year 1943. This summary covers the entire operations of ! 
the company. 

The first column of this schedule shows the “Amount j 
per Examiners’ Excess Earnings Exhibit,” showing indi¬ 
cated Excess of Revenues over Cost of Service of $2,000,- 
484.29. The second column entitled “Adjustment” shows 
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those adjustments necessary for purposes of making the> 
Allocation of Costs. The net results are the same. The 
revenues received from Crossett Lumber Company ($111,- 
084.44) and “Other Gas Revenues” ($53,689.19) were trans¬ 
ferred as a credit against operating expenses. 

Schedule No. 2 , entitled “Summary of Cost Allocation 
by Classifications with Return at 6 1 /> percent Per Annum 
[2457] and With Corresponding Federal Income Taxes— 
1943, Method No. 1,” sets out the annual volumes of sales 
in MCF, Peak Day deliveries in MCF, Annual Revenues, 
Cost of Service spread between Demand, Commodity Local 
and Other Cost and Excess of Revenues over Cost of Serv¬ 
ice. All of the above data are set out by customer classifica¬ 
tion. 

Schedule No. 3 sets out the same data as that contained 
in Schedule No. 2 except that Method No. 2 annual volume 
was used as the basis for the allocation of costs. 

Schedule No. 4, entitled “Summary—Allocation of Cost 
between Demand, Commodity, Other and Local Costs— 
1943, Method No. 1,” sets out the type of cost and the alloca¬ 
tion as between the above listed cost classifications. 

Schedule No. 5, entitled “Details—Cost of Service—1943, 
Method No. 1,” sets out each specific expense item and the 
designated classification of Cost as between Demand, Com¬ 
modity, Local and Other Costs. There are two amounts 
shown under the last column designated “Local.” These 
amounts arc Purchased Gas Expense of $82,309.34 (Sheet 
1 of Schedule No. 5), representing the cost of fuel oil 
delivered to interruptible industrial customers in lieu of 
gas, and $43,314.16 (Sheet 2 of Schedule No. 5), represent¬ 
ing the revenue received from these customers on the basis 
of the equivalent of natural gas. 

Schedule No. 6", entitled “Summary—Taxes, Other—1943, 
Method No. 1,” sets out the total taxes for the year 1943 
by the name of the tax and the allocation made of this 
expense. 

12458] Schedule No. 7 is entitled “Reconciliation of Reve¬ 
nues—1943, Between Accounting Examiners Exhibit and 
Cost Allocation Exhibit.” There are three columns show¬ 
ing certain transfers and adjustments in this schedule. The 



first of these columns is “Transferred from Other Gas Reve¬ 
nues.’ J The total amount in this column is $16,082.66. This 
amount represents a transfer from “Other Gas Revenues” 
to “Gas Service Revenues” and Schedule No. 7 shows the! 
distribution of this amount to the specific customers in-j 
volved. The amounts represent Severance and Gathering 
Taxes and Standby Charges collected from the customers 
shown. 

The second column of adjustment provides for the elimi¬ 
nation fro mrevenues of $111,084.44 received from Cros- 
sett Lumber Company, and $53,689.19 which is the re¬ 
maining balance in “Other Gas Revenues.” 1 Both of these 
amounts have been credited to expense accounts as shown 
in Schedule No. 8. 

Schedule No. 8 —“Reconciliation of ‘Other Revenues’ for 
1943, Between Accounting Examiners’ Exhibit and Cost 
Allocation Exhibit. ’ ’ The total amount of Other Gas Reve- j 
nues for 1943 was $69,771.85 per Accounting Examiners” 
Exhibit. Of this amount, as explained under Schedule No. 

7 above, $16,082.66 was transferred to Gas Service Revenues 
leaving a balance of $53,689.19. The distribution of this 
latter amount is shown on Schedule No. 8, in the last col-! 
unin. As explained under Schedule No. 5, $43,314.16 of the i 
[2459] $53,689.19 was allocated directly to interruptible in- j 
dustrial customers as the natural gas equivalent of fuel oil 
delivered. The remainder, $10,375.03, was allocated as a 
credit to Demand Cost (Method No. 1) on all other sales. 
The $10,375.03 represents largely rents from Gas Property, 
which amounts to $9,935.52. 

Schedule No. 9, entitled “Reconciliation of ‘Gas Pur- j 
chase Expense’ for 1943 between the Accounting Examiners’ 
Exhibit and Cost Allocation Exhibit,” sets out an adjust- | 
ment for the transfer of gas purchase expense in connec- j 
tion with the Crossett Lumber Company to “Other Ex¬ 
penses.” 

Schedule No. 10, entitled “Reconciliation of ‘Purchased 
Gas Expense’ for 1943, Between Accounting Examiners’ 
Exhibit and Cost Allocation Exhibit,” shows the transfer j 
of Severance and Gathering Taxes from “Purchased Gas I 

_ j 

1 As shown on Schedule No. 8, $16,082.66 of Other Gas 
Revenues was transferred to Gas Service Revenues. 
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Expense” to “Gas Purchased.” This transfer was neces¬ 
sary in order to take care of a change with respect to the 
handling of Severance and Gathering Taxes that occurred 
with the reduction ordered by the Commission in the rates 
of United Gas Pipe Line Company. Prior to this order, 
Severance and Gathering Taxes were billed in addition to 
the rate charged. The accounting exhibit shows the total 
“Purchased Gas Expense” as $212,138.39. Severance and 
Gathering Taxes in the amount of $104,803.49 were trans¬ 
ferred to “Gas Purchase Expense” leaving a balance of 
$107,334.90 as “Purchased Gas Expense.” 

Schedule No. 11, entitled “Load Data, Heating Seasons 
1940-41; 1941-42; 1942-43 and 1943-44,” sets out the volumes 
of gas consumed on the coincidental peak day by classifica¬ 
tions of customers. 

[2460] Sources of Information 

The amounts shown in this exhibit for Operating Ex¬ 
penses, Depreciation, Taxes and Working Capital have been 
secured from exhibits introduced in these proceedings by 
the accounting examiners of the Federal Power Commis¬ 
sion. The amounts included are the adjusted amounts 
determined by the examiners and set forth in their ex¬ 
hibits. 

In addition to the above adjusted expense, this exhibit 
includes as an element of the cost of service, an amount 
calculated at six and one-half percent per annum on the 
Xet Original Cost of Gas Plant in Service, as return on 
Property in Service; and an additional amount of return 
calculated at the same rate on the required Working Capital 
determined by the accounting examiners of the Commis¬ 
sion. These amounts of return are included without prej¬ 
udice as to the proper amounts which may be allowed by 
the Commission, and have been adopted in this exhibit 
for the purpose of presenting a statement containing all 
of the elements of the cost of service. 

The amounts shown in this exhibit for revenues are like¬ 
wise the revenues determined by the accounting examiners 
of the Commission. It will be noted that certain of the 
“Other Gas Revenues” have been reflected in this exhibit 
as deductions from operating expenses. These supple¬ 
mental reclassifications are of minor consequence and have 
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been made solely for the purpose of simplifying the pres¬ 
entation of this exhibit and to make possible a direct com¬ 
parison of the total cost of service of the company with 
its total related revenues from gas service. 

[2461] The information used in this exhibit relating to 
annual volumes of gas handled has been secured from infor¬ 
mation introduced previously in these proceedings. The 
coincidental maximum day deliveries and the flow of gas 
through the transmission system were secured from meas¬ 
urement records of the company. The volumes of gas as 
shown are those computed at the uniform pressure base 
of 8 oz. above 14.4 pounds per square inch absolute, with 
temperature base of 60 degrees Fahrenheit. 

General Explanation of Cost Allocation Method 

After careful study of the operations of the properties 
and the characteristics of the various classes of customers, 
it was concluded that the demands of the customers on 
the peak day were the most reasonable basis for the allo¬ 
cation of the demand costs between the various classes of 
customers. The highest peak day for the heating season 
1943-44 occurred on February 14, 1944. Schedule No. 11 
shows the demands for the various classes of customers 
and for each resale customer on that day. This schedule 
shows the same information for the peak days of the 
heating seasons 1940-41; 1941-42 and 1942-43. Taking the 
broad classifications of customers, main line industrial and 
resale, it will be noted that the percentage of distribution 
of the total demand on the peak day of 1943-44 varies only 
slightly from that for the four-year period. On February 
4, 1944, main line industrials were responsible for 55.02 
percent of the peak, whereas the same percentage based 
upon averaging the peaks for the past four heating seasons 
was 55.53 percent. Comparable percentages for the resale 
[2462] classification were 44.98 percent, and 44.47 percent, 
respectively. 

It is noted that the demands of the main line interruptible 
customers at the time of the system peak in each year 
shown in Schedule No. 11 vary considerably, from a low 
of 9,424 MCF to a high of 35,659 MCF. The average 
of the four-year period is 24,069 MCF which compares 
with the 27,2*69 MCF shown on February 4, 1944, and used 
in this exhibit. This indicates that over a period of 
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years, in spite of wide yearly variations, there appears 
to be a stability in the amount of this load that can be 
expected during the system peak day. More important, 
it definitely shows that, in spite of the fact that customers 
within this classification are subject to interruption of 
service during peak days and many of them are cut off for 
a day or more during the year, invariably a certain amount 
of this load appears to be present on the peak day. 



Dock«t to. 0-1462 Kissi&aim urn im 


( 


Schedule Bo, 1 


o| 


jjs 

I si 


vO CVII 

mo 
cu 05 

rH VO 


f - 

AJ CO 




• • 

\C\\G < 

M: 
a&g] 

L=f 


kn 


& * 


vO 

rr\ 


K\ 
CU 
t^v <T\ 




ir»Ov-vO' 40 ' 


co _ 
O r'NsO 


m^wo 
a\^ cm cm 




© **vo r>- <* 
Cu O CM o ^ CM ov 
CM *•< mw r»M^(0 


in 

0*1 


£ 

lU 


8 ? 

S' 


OJ 


si 

J 

M. 

I 


I I 


I I I 


m 

~x> 


I rw 


VS4 1 r~- 
• • * 
I^KIKN 
IflOKlI 

OV 55 Ov 
— * * 
iru in 
cm o 10 


l I l 




K\ 




I 


%*i 

Oi 


-I 

jajs 

!l;l 

s s 

Cm M h» 


1 

*4 

♦> 

2 


VO CM 

i*-«n| 


in q in 


&£i 8 
• « 


3 $ 

CM E 


CM 1 


lir 


o 

<r> 

«o 

CVJ 


KN 


*0 


M 

3 

8 

O 

3 S 


KN O 
O 


I 

1 


sss l 

Amo** 

853 S 

| d -3 

« O 4» 

. sas 

d o ^ • 

S 3 

*evs 5 

Mfl • 9 p. 

o _ 9 <° * 
„^o^o 

■*» • fc. 

• •*» ■d ** «* • 

2|i J l5 

3 s 5 3-3 

35223 


r^- 

•0 

S 

ON 

* 

$ 

«• 

ov 


1 

2 

3 


3 

a 

; 

3 


0 o\o> ^-4 cn o 

0 \K\KV^^ tf \0 


ONWH a\ »*“NC\J Q 

it\k>oo onQ Oj cu 
O h iAhjt 


cu cu K>vp 

CF\ H H Q'i CVJ C7N 
#H OJ mO to KVKVW 



• • _ 
sat 

H K W 


R 

ir\ 

£ 


? 

5 


w O 


o 

o 


o 

frt 


ft 

1 ^ 


OJ 


► 

V« 

o 

4» 

» 

3 

s 


I 

► 

3 


-cJ 

3 

«j 

o 

*0 

d 


2463 




n •*!rsrr* t vt*i 


"ah—aia Wa. 2 


octet ^o, 0-462 


T—ry of coat ?ll»itllai *r Clmlfltttloa# oal 1t> 
a+tsafa at 4f v artoat r*r and 'ith Corraaroadln* fatera! laaoaa Twn 

Ya*r i 943 


Method So, 1 


C*la«l 4 «atol 


! 

i 

"articulate 

Ancuu i 

Yolaowc 

mr 

Paa* Taj 
yolvm— 

ncr* 


*«M1* 

oiraat '-tlti To t*4u*trial CwBttmmr§ 





Tlrm 

15,869,434 

47,486 

^*,4*7,410.08 

t 454.384.tl. 

i 

W.TW.Wt 

87,247 

2,107.807,77 

471.674,86 

Total Industrial i 

*7,338,97* 

74,737 

3,745.817,84 

1,346,44*, Of 

ala of 3*s to Otter tJtllitla a for ??caalc 





Artramca* Louisiana 3as Ccwrauy 

497,490 

a.m 

144,840,78 

57,008.14 

•TV*maa* oaar 4 I l*ht Ccmmsj 

1,134,206 

6,m 

844,981,15 

95,498.80 

Viaacuri Sttvtl Si« ComvmMf 

397,847 

r,m 

130,«3t.31 

41,348,98 

T ael <■ do Sac : i^fct "oct-ocf 
t, Louis County Isa Cowpoay 

7,819,008 

t.98o.sa 

*8,440 

13.148 

1,849,008,74 

717,811,84 

585,151.17 

8*7.168,98 

Total ' , t. T.ouia -Iran 

10,»9,23T 

4&!m 

2,&¥,844,£o 

btp.sU.Iq 

rsioa Haotria Conrasy of Til. 

115,38* 

*77 

*3,808,88 

7,141.07 

Illinois-To-a :*»ar rowraay 

1,801,3*1 

4.870 

836.31f.00 

77.088.05 

^otal ala for ~**alc 

13,495,401 

41,107 

*,477,714,40 

1,102,*81.14 

Total yatoa 

43,035.374 

139,844 

tt.lU.lM.M 

1,.«0.T44.S3 


SaMM 

»<mu > Otar inw ^«rw«* ;vtnct Oaat 


Cosacdltr 

Otter Local 

Total 

e»»t at 
■a/rwi— 

Qaata ?«r 

vet 9 

Cant* ^ 

I8CT* 

?i.ros.«i«.or 

iis.ei.M 

as 

Tf,576.734.84 

n ,058, 679,81 

75.54 

14,8* 

1.503,997.54 

7.845.98 36 

.975.19 

f.044.033.40 

43.778,17 

10.87 

14,04 

3,807,815.4* 

*7,797.74 *8 

,775,18 

4,488,771.84 

1.1st,444.00 

19.88 

15,7* 

85,887,17 

5.074,80 

- 

117,387.4* 

84.859,87 

£7.57 

*4,08 

188,774,38 

4,088.88 

- 

889.454.00 

41,585.1* 

23,54 

19.88 

48,408.74 

3,704,37 

- 

87,458.19 

43.180.18 

39.68 

77.59 

984,778,55 

3,743.07 


1,445,184.74 

425,844.80 

73,70 

16.44 

778.774.44 

463.30 

• 

514.4€«,78 

202.388.38 

26.17 

20.25 

l,i33,W\9$ 

3,704.3* 


1,95^,409,48 

628.234,72 

sem 

ia.*o 

i£.eo7.?e 

443,30 

- 

fO.231.65 

12,771.17 

28.77 

17.54 

131.331.87 

1.3P7.90 

• 

809.743.78 

125.273.78 

77,87 

17.44 

1,477,213.81 

80,365.14 

a» 

8,419,880.11 

678,008.27 

73,54 

19.13 

f4,704*739.44 

48,186. lO 4 » 

,995.18 

*7,*4?,651.95 

f2,000,484.27 

£1,46 

14.83 


'’Blfom “ra«<>tira Base of 14*8 - »i s b» iuta 


2464 











j 


4 46 5 




<«5S 


TOSkct fro, 3-462 gthg<h&« £g& i 



v<t '•pTorr^'- 

«■ j. * . X i ^ 

T ]V ; t«* *.y r*r* ' *** 53 v* # T v V ^ 

•Xj\J *v - A Jk • * • ••'- '1 • - • 43 *• 

T HIT'* nrn. copp^p \*nogr 

TT^LV-'Y 

■.SKA?!!;, c^Torrr. cttyt rro toca: 

CO 17 • 

local 

rartieslitr* 

Total 


r-'AR 1945 

r-rro ?c. 1 

Cowagod Ity 


0*» Pttrft.be md 

: 3,220,023,85 

ik 

*H 


?3,220.023.53 

$ 

$ 

*'\S2^SJX*55»i 0*3 rSpe25©R 

10^^5^4.90 



25,025.56 


82,309,54 

7*vfc«0L Prcd «c «;i P3 

"3*3^*558,43 



3,245,04.^,09 


82*309.34 

3th«r 7 *ts®»?»e 

1,52S ,647.62 


798,747,35 

723.031,52 

48,185.10 

(43,314.16) 

D^pifmciatieEi 

805*197.«? 


731 r 863.34 

71,336,35 



P?.xea <- Taewspa 

566.405.64 


133 b 201.32 

185*201,82 



( 

?f.Tce« » C*fe*r 

30?*? £2, 3$ 


291*971.71 

56,450.88 



^-*4tota ©*s Bat# 

891*330,00 


445,S60c00 

445,660.00 



=?p?-*a 

$7,242,651,95 


;g,4a0.?44.23 

$4,704*729,44 

$48*183.10 

$58,995.18 








9 

I 


• I ♦ 

KMT m 

o o o 

say 

rv c\j 


& 


CM 
O Ki 


C\J H 


I 


^ / « y* yi 


Schodulo »o. $ 
Shoot 1 of 2 


^1 

L* 









•5 

• 

^ 1 1 1 1 1 1 1 1 1 

1 1 1 1 1 1 I 1 1 

1 1 

1 1 1 1 1 

CM 

t» to 

CM 

to 





i • • l * 


it l i • I I i 


1 9 I l I I I I I 


K\K\C\J cri** 

*-4 r*»trv2> O 

• • • 4 • 

Q U"\CM Ki CM 
**VtO ^ Q s£> 

-4 K%ir o 
ir> cm !*■» t\ 


• III 


t i i o i i I 
* * 
irv^r 

:?* 




g> 

ON 


OJ 

a 



• tit 


i iii 


00 

IO HID 
• • • 
» io m 

CU H-\Cb | 
iTNf-'i 


IQ KN^-Q 
& a «o *0 
• • • « 

v0 K\vjD HN 
| v^> © M0 fu 


kno to On^> to K\r—© 

oo to r— r-i \£> si oo to 

to to Q> r*wO '«© 
irv h—vi J 1 O k% 


CM 





•rttevltrc 


dtftl 


Total Tiatritartlos *• 

Cuat^«ir< Aeeountlay and f allotting 
Cva'toMr* Cootracta at Ordort 
teiar loading 

Co.-.to»tr!» ?-lllt«y i. ; cao-mtia^ 

Tfccclltc ible .‘C'ou&li 

Total rxo*tooara /•counting %. Hollactini 


101.00 


1,088.11 
26,1*0.13 
3,736.00 
2.103.78 

sOsOS 


Ad sinistra! Ira and Ooswral 'xronaa 


£94,128.32 


Total 'thar v xy^iuw« 




Croasatt r unber Cc*ra»y - \4Jo#taeat (1) 


< 32.244.58) 


Otfcar 3a« tfarar.uco - Credit f ahadula ' 


83.687.19) 


Total -tbar £xpa«sa» - Adjttatad 


1.526,667.6* 


Oapr®«Latlos 


905,199.67 


Taras - 7«d«ml I 


566.403.66 


Tuts - Othar 


327.722.69 


Sttan on Halt# Saaa at 6£ arcaat .>*r >aaw* 


991,320.00 


Total Coat of arvie* 




(X) $«TO»f mi ,084.44 
Txraaaaa 78*839.86 



448,660.00 
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Schedule No. 6 


MISSISSIPPI RIVER FTJEL CORPORATION 
8DMMAKY - TAXES • OTHER 
YEAH 19U3 


Particular* 
apital Stook 
nemployment Compensation 
Id Age Benefits 
roperty 
ranchise 
ower 

noane 

flty License 
Total 


METHOD NO. 1 


Total 

Demand 

$ 1*5,000.00 

$ 22,500.00 

13,505.1*1* 

13,305.1*1* 

8.55U.9U 

8,5U4.9U 

215,211.1*8 

215,211.1i8 

10,356.02 

10,356.02 

6,337.1*9 

6,337.1*9 

27.901.75 

13,950.87 

1.055*1*7 

1,055.1*7 

327,722.59 

291,271.71 


l 

l 

1 


i 

i 

1 

I 


Commodity 
$22,500\00 


13,950.188 

1 


36,1*50.[38 
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if i'f'O 


Socket lo. 0-462 


tguzsiam xrm 


oogomicai 


loooncUUt l oa of wiwm - 1943 . Botveoa Accou n tlnx Iwriin n ' 
Exhibit pad Coot Allocation Exhibit 


MCT-XM Pil A*. 


Particulars 


Industrial Solo# 

Arfcansaa 

Pin (Croooott Luabor Co.) 

Othor 

Tin 

Intarroptibla 

All ftatoQ 

Pin 

Intarruptibla 

Total All Statea 

galoo to Othor Utilities Tor Boaalo 
Arkansas Louisiana Oaa Coapaay 
Arkansas Povor A Ll*ht Coepany 
Missouri Batumi Oaa Coopanj 
Lad ado 3 si Hef t Conpany 
8 t. Louis County Qaa Company 
Union Use trie Co. of Illinois 
Illinols-Xowa Povor Company 
Total 8 doo for fioaalo 

Total Systs* 

Othor Oas Somraos 

Total AAJuatad 


Total 
Boforo 


1,691,628 

15.583.43* 
13.756.539 


17.274.862 

13.7 56 , 


31,031.HOI 

487.450 

1.134,208 

387.869 

7 . 819.008 

2,550,223 

115.322 

1.201,321 


m 


13.095. 1 

44,726,802 


( 1 ) Sovoraaco and Oathori&c Taxes. 

( 2 ) SoToraaeo and Oatborin* Taxes $ 2 , 769 . 7 ** 

Standby Charge 2,4q0.00 

5.169.7H 

( 3 ) Traaafsrrod aa adjuotjaoat credit acalnst "Other 


Total 


15.756.539 

13.756.539 


15.583.6341 
13,756,539 1 
29.339.973 ! 


687.650 I 

1 . 136 . 208 ! 

387.869 ! 
7,819.008 
2.550.223! 

115.322 1 
1.201 
13.695 


43.035.374 


44,726.802 43,035,374 


Par 




102,328.28 

3.637,410.05 

2.107.807.79 


3.739.738.33 

?ii p7 ,8 pI .Z3 

5.847.546.12 


139.071.18 
265.786.55 
129.670.15 
1.869.032.96 
718,811.26 
33.202.82 
00 


.J35»oi7.po 

l 4 oi 3.696.591.90 


9.338.138.02 

69.771.85 

9.407.909.87 


txtm 0 thar 

JmJb—. 


(1) *,756.16 


13 

(1) 


754-*. 

8.756.16 


5.169.76 

1.194.60 

962.16 


7.326.50 
16.082.66 
( 16,082.66) 


(3) $ MJstaal 


111,086.44 (Ul.086.66) 

3.637.610.05 

2,107,807.79 


3,768,696.69 

4MJi 


5.856.302.28 


166,260.92 

266,981.15 
13O.632.31 
1.869.032.96 
718,811.26 
33.202.82 
.017.00 


3.697.918,60 

9.354.220,68 

53.689.19 

9.607.909.87 


(111,086.66) 

(Ul.084.46) 


( 111 , 084 . 64 ) 

( 53.689.19) 
(l 64 . 773 . 63 ) 


Total 

Adjusted 

Jtefgnt. 


3.637.410,05 

2,107.807.79 


3.637.610.05 

5.765.a7.» 


166,260.92 

266,981.15 

130,632.31 
1.869,032.96 
718,811.26 
33.202.82 
.00 


3.697.918.1 

9 . 263 . 136.24 

9.243.136.24 
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Schedule No 4 10 


MISSISSIPPI RIVER FUEL CORPORATION 
RECONCILIATION OF "PURCHASED GAS EXPENSE" - 19U3 BETWEEN 

US'dbtitTBK 'coST XtLo'CAflCN EXHIBIT 


Particular* 

operating Labor (Diapatohing Labor) 
iporating Suppliaa (Charts) 
everanee and Gathering Taxes 
[aintenanoe to Structures and Equipment 
lube'citute Fuel Purchased 


Mount per 
Examiners 
Exhibit 

* 18.7QU.l2* 
6.253.2U 
10h.d03.U9 
88.18 
82.309.3U 


Transferred 

to 

Gas Purohased 

* 


(10U.803.U9) 


Totjl 

Adjusted 

$ 13.76U.1U 
6,2^3.2U 

j 

$8.18 

82,3i9.3U 


Total 


212,138.39 (10U.803.U9) 107.35U.90 

1 


2473 
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MISSISSIPPI PJVER FXEL CORPORATION Schedule No. J1 

LOAD DATA - HEATING SEASONS 

f . — --— 

; 19U0-U1; 1941-42i 1942-43 «nd ISLl-ik 


HEATING SEAS OB PEAK 


Cu stosier* 

1940-41 

Feb. 18, 19U1 

1941-42 
Jan. 7, 1942 

1942-43 

March 5. 19-i3 

1943-4U 

Feb. lit, 1941* 

Peroart of 
Total fbr 

Fsb. 14.1944 

Arerage 

4 years 

Psroent of 
Total 
(Average) 

Direct Seles To Industrial Customers 

Fin* 

45.846 

53.138 

50,151 

47.488 

34.95 

49.156 

57.28 

Interruptible 

55,659 

9.424 

23.918 

27.269 

20.07 

24.069 

18.25 

Total 

ST.'SOT 

72^ar 

Y4.c3S7 

7Z7*T 

5533? 

75T&5 


Sal* of Gee To Other Utl litis* For Sosa1* 
Arkansas Louisiana Gea Company 

1,751 

3.340 

3,055 

3.271 

2J4I 

2.094 

1.16 

Arkansas Power A Light Company 

2,975 

5.726 

<S.i«50 

5.291 

3*69 

5.210 

3.95 

Missouri Natural £as Ccepcay 

1,592 

3.069 

2,600 

2.292 

1.69 

2,386 

1.02 

Laeled# Gas Light Cowpany 

22.329 

312,189 

31,226 

^■MiO 

23.08 

29.947 

22.41 

St. Louis County Gas Coapaay 

11,616 

19.154 

14,451 

13.1* 

9.66 

14.592 

11.07 

Union Elsetrio Coapacy of Illinois 

0 

4l6 

362 

397 

0.29 

392* 

0.30 

Illlnois-Zowa ?owsr Coapacy 

2,009 

4,384 

3.923 

4.270 

3.14 

3.646 

3.76 

Total Sales fojr Issals 

T&27C' 

W.W 

sgar 


44.9* 

OT33T 

rozr 

Total Syttwa 

123,777 

ij-o.640 

136.536 

135,846' 

100 .00 

131,054 

100.00 


ATwraga for thro* years 



/ ,r "N 

f 

t f f 

l * /»“N } 
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United States Court of Appeals 
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THE FEDERAL POWER COMMISSION ET AL., 

Respondents 


0'S PETITION FOR REVIEW OF ORDER OF THE FEDERAL POWER 

COMMISSION 
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[2476] Exhibit No. 13 j 

UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

Docket No. G-462 j 

In the Matter of Mississippi River Fuel Corp., et al. j 

Respondent Mississippi River Fuel Corporation’s Ex¬ 
hibit No. 13. Witness Skuttleworth. j 

[2477] Written Statement 

Schedule A of this exhibit shows, from the beginning of 
operations of Mississippi River Fuel Corporation to and 
including the year 1943, the operating revenues per boqks 
as shown on Schedule 1 of Commission’s Exhibit Noj 1 
through 1939. For the years 1940 to 1943 inclusive tjhe 
operating revenues are per books as shown on Schedule 10 
of Commission’s Exhibit No. 1 and Schedule 9 of Commis¬ 
sion’s Exhibit No. 3. Operating Revenue Deductions are 
per books as shown by above mentioned schedules except 
for Federal Income Taxes and Depreciation. 

Federal Income Taxes are corrected to the actual pay¬ 
ments as made by Company applying to each year. 

Depreciation Expense is as recalculated by the Commis¬ 
sion Staff and shown on Schedules 6, 7, and 8 in said Com¬ 
mission’s Exhibit No. 1 in substitution for depreciation 
expense per books. 

Net operating revenues reflect these adjustments ahd 
recalculations and show what the results of operations 
would be under these assumptions. 

Other Income and Income Deductions are per books and 
as shown on the same Schedules of Commission’s Exhibits 
that show the Operating Revenues mentioned above. 

Schedule B of this exhibit shows Gas Plant in Service 
and Gas Plant Held for Future Use as shown on Schedules 
4 and 7 of Commission’s Exhibit No. 1. Incomplete Con¬ 
struction is per books. 

Depreciation Reserve is as shown on Schedules 6, 7 andj 8 
of Commission’s Exhibit No. 1. 


60—9181 
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[2478] Working Capital for years 1940, 1941, and 194- 
are, for the purposes of this exhibit, the same as that shown 
on page 42 of Commission’s Exhibit No. 1. Applying the 
formula there shown to actual payments for year 1943 pro¬ 
duces a slightly higher working Capital which, for the 
purposes of this exhibit, is shown for the year 1943. A 
similar calculation together with the Company’s judgment 
and knowledge of conditions then prevailing produced a 
lower working capital for the years prior to 1940. 

Actual Net Operating Revenues are as shown on Schedule 
A of this exhibit. 

This schedule reveals that during its entire period of 
operations from November, 1929 to December 31, 1943, the 
Mississippi River Fuel Corporation has earned $629,212.74 
less than a 6M»% Return. 




MISSISSIPPI RIVER FUEL CORPORATION 


Schedule A 


Condensed Ircome Statement 
Years 1929 to 1943 Inclusive 

Per Book as Reclassified ana Adjusted for Depreciation 
and actual payments for Federal Income Taxes. 


Particulars 


Operating Revenues 

Gas Sales (1) 

Other Operating Revenues (1) 

Total 

Operating Revenue ‘Deductions 


Gas Purchased for Re-sale (l) 
Other Operating Expenses (1) 
Taxes - Other 

Taxes -Federal Income (2) 
Depreciation (3; 


Total 

Net Operating Revenues 
Other Income 

Interest Revenues (l) 

Misc. Non Operating Revenues (1) 

Total 

Gross Income 

Income Deductions 

Interest- on Long Term Debt (1) 
Other Interest Charges (1) 

Miscellaneous (l) 

Total 

Net Income 


Nov. 1, 1929 
to 


Dec. 31, 1929 


1930 

1931 


1932 


1933 

1934 

1935 

1936 

1937 1938 

1939 

1940 1941 

1942 

1943 

$ 46,905.89 

$2, 

373,973.89 $2 

,602,372.23 $2 

,887,677.34 

$3,359,126.25 $3,721,704.66 

$4,572,057.40 

$5,579,018.44 

$6,220,534.42 $5,233,069.54 

$5,982,242.58 

$6,799,470.07 $8,184,838.06 

$8,845,314.40 

$9,338,138.02 

- 


89,923.55 

90,806.84 


12,441.53 


35,713.45 

66,622.66 

10,687.71 

9,996.51 

9,957.21 9,537.13 

9,788.09 

12,771.72 14,014.45 

37,405.62 

12,775.03 

$ 46,905.89 

$2,463,897*44- $2,693,179.07 $2 

,900,118.87 

$3 

,394,839.70 $3,788,327.32 

$4,582,745.11 

$5,589,014.95 

$6,230,491.63 $5,242,606.67 

$5,992,030.67. 

• 

$6,812,241.79 $8,198,852.50 

$8,882,720.02 

$9,350,913.05 

$ 14,483.05 

$ 

623,835.90 $ 

652,406.82 

$ 

844.489.40 $1 

,161,194.71 $1 

,255,472.52 

$1,477,948.86 

$1,808,095.14 

$2,050,224.35 $2,069,262.33 

$2,470,076.15 

$2,846,429.27 $3,281,297.06 

$3,422,969.82 

$3,284,380.78 

18,964.03 


993,009.35 

731,492.84 


784.987.53 


810,835.81 

784,229.28 

863,594.15 

393.970.43 

1,056,646.99 969,930.79 

1,030,367.40 

1,216,864.43 1,626,236.85 

1,818,866.28 

1,900,202.19 

279.97 


255,455.46 

254.928.89 


248,915.05 


257,473.16 

255,032.48 

246,759.33 

257,334.76 

256,092.26 255,846.68 

258,548.48 

307,059.79 298,613.45 

319,490.68 

327,722.59 

- 


- 

- 


- 


- 

- 

47,333.45 

162,968.31 

141,819.13 84,600.96 

135,662.98 

295,355.81 620,537.34 

1,293,235.48 

1,620,496.50 

53,577.73 


673,830.43 

724,171.69 


735,139.30 


740,950.66 

742,886.05 

741,753.52 

748,867.81 

747,363.42 748,570.48 

755,356.46 

765,405.43 787,861.7-6 

794,172.92 

803,199.67 

$ 87,304.78 

$2,546,131.14 $2 

,363,000.24 $2 

,613,531.28 

$2 

,970,454.34 $3,037,620.33 $3,377,383.31 $3,371,236.45 

$4,252,146.15 $4,128,211.24 

$4,650,011.47 

$5,431,114.73 $6,614,546.46 

$7,648,735.18 

$7,936,001.73 

($ 40,398.89)($ 

82,233.70)$ 

330,178.83 

$ 

286,587.59 

5 

424,385.36 

750,706.99 

$1,205,355.80 

$1,717,778.50 

$1,978,345.48 $1,114,395.43 

$1,342,019.20 

$1,381,127.06 $1,584,306.04 

$1,233,984.84 

$1,414,911.32 

$100,121.70 

$ 

24,525.05 $ 

1,213.88 

$ 

8,593.31 

$ 

6,071.84 $ 

6,349.78 

$ 5,732.55 

$ 6,281.25 $ 8,786.63 $ 8,669.90 

$ 9,438.69 

$ 3,877.70 $ 1,043.26 

$ 3,583.86 

$ 5,718.90 

- 


2.61 

6,603.85 


59,882.23 


126,453.74 

32,297.30 

14,860.86 

11,407.34 

663.96 132.13 

8,465.55 

3,077.47 

1,389.52 

326.53 

$100,121.70 

$ 

24,527.66 $ 

7,817.53 

$ 

68,475.54 

$ 

132,525.58 $ 

38,347.08 

.$ 20,593.41 $ 17,688.59 

$ 9,450.59 $ 8,802.03 

$ 17,904.24 

$ 6,955.17 $ 1,043.26 

$ 4,973.38 

$ 6,045.43 

$ 59,722.81 

$ ( 

57,706.04)$ 

337,996.36 

$ 

355,063.13 $ 

556,910.94 $ 

789,054.07 

$1,225,949.21 $1,735,467.09 

$1,987,796.07 $1,123,197.46 

$1,359,923.44 $1,388,082.23 $1,585,349.30 

S1.238.S58.22 

$1,420,956.75 

$ 16,235.68 

$ 

853.013.12 $ 

840,000.00 

A 

V> 

838,141.82 

$ 

792,811.69 $ 

730,517.32 

$ 657,168.86 

$ 578,028.50 $ 416,621.95 $ 368.863.33 

$ 342,183.34 

$ 449,781.12 $ 257,325.34 

$ 202,235.75 

$ 175,069.44 

- 


15,604.04 

31,883.45 


62,196.56 


94,308.33 

127,808.36 

163,845.83 

183,610.02 

223,390.97 183,458.06 

173,619.03 

16.95 

929.37 

448.09 

341.24 


20,543.80 

8,895.97 


1,770.42 


1,734.72 

1,734.72 

1,734.72 

60,084.99 

34,832.51 8.324.74 

8,882.45 

1 9,113.40 15,510.18 

1,496.00 

S.273.73 

$ 16,576.92 

$ 

889,160.96 $ 

880,779.42 

$ 

902,108.80 $ 

888,854.74 $ 

860,060.40 $ 822,749.21 $ 821,723.51 $ 674,845.43 $ 560,646.13 

$ 524,684.82 

$ 458,911.47 $ 272,835.52 

$ 204,661.12 

$ 181,791.26 

$ 43,145.89 ($ 

946,867.00)$( 

542,783.06) 

l$( 

547,045.67)$( 

331,943.80)$( 

71,006.33)$ 403,200.00 $ 913,743.58 

$1,312,950.64 $ 562,551.33 

$ 835,238.62 

$ 929,170.76 $1,312,513.78 

$1,034,297.10 

$1,239,165.49 


(1) i As Shown on Schedule 1, Commissions Exhibit No. / for period 1929-1939; Schedule 10, Commissions Exhibit No. / for years 1940-1942; and 

Schedule 9, Commissions Exhibit No- for 1943. " 

(2) Adjusted to ac^al payments applicable to each year. 

(3) As Shown on Scnedules 6, 7, scad 8, Commissions Exhibit No* / 
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MISSISSIPPI RPVER FUEL CORPORATION 


Schedule B 


Calculation of assumed rate base for each year from beginning of operations through 
1943, roturn thereon at and Excess or Deficit of Net Operating Revenues over 

or under 6<> roturn. 


Nov. 1, 1929 
to 


I 

Dec* 31, 1929 

193? 

1931 

1932 

1933 

1934 

i 1935 

1936 

1937 

1938 

1939 

1940 

1941 

1942 

1943 

Plant 

Gas Plant in Service 

Gas Plant Held for Future Use 
Incomplete Construction 

$17,838,299.80 

299.42 

818,637.67 

$20,045,664.58 

357.17 

493.974.15 

$20,607,554.09 

860.26 

205,041.00 

$20,779,935.17 

860.26 

162,649.08 

$20,965,467.44 

1,086.73 

24,304.87 

$21,023,751.93 

1,086.73 

16,787.66 

$21,150,084.13 

1,086.73 

17,073.45 

$21,227,565.44 

1,086.73 

8.653.67 

$21,076,721.31 

1,086.73 

146,267.28 

$21,375,032.23 

1,112.73 

24.340.52 

$21,443,640.17 

1,112.73 

133,411.76 

$21,955,665.50 

1,112.73 

10,175.72 

$22,478,304.72 

1,112-73 

15,963-17 

$22,958,647.52 

736.53 

68,448.12 

$23,009,959.89 

736.53 

235.449.34 

Total Plant 

$18,6S7,236.89 

$20,540,695.90 

$20,813,465.35 

$20,943,444.51 

$20,990,859.04 

$21,041,626.32 

$21,168,244.31 

$21,237,305.84 

$21,224,075.32 

$21,400,485-48 

$21,578,164.66 

$21,966,953.95 

$22,495,380.62 

$23,027,832.17 

$23,246,125.76 

Depreciation Reserve 

Gas Plant in Service 

Gas Plant Held for Future Use 
Retirement Work in Progress 

$ 53,576.86 

.87 

$ 667,675.96 

21.11 

$ 1,385,798.42 
51.17 

$ 2,107,197.47 
81.28 

$ 2,845,099.33 
115.35 

$ 3,578,882*.38 
153.38 

$ 4,308,581.24 
191.42 

$ 5,041,152.27 
229.45 

$ 5,385,991.53 
267.49 

$ 6,117,981.88 
305.98 

m 

$ 6.854,280.46 
344-93 

$ 7,591,006.02 
i 383.27 

$ 8,341,165.06 
422.82 
54.65 

$ 9.062,653-62 
455.16 
( 4,950.84) 

$ 9,796.215.55 
480.96 
( 15,964.01 

Total Reserves 

$ 53.577.73 

$ 667,697.07 

$ 1,385,849.59 

$ 2.107.278.75 

$ 2.845.214.68 

$ 3,579,035.76 

$ 4,308,772.66 

$ 5,041.381.72 

$ 5.386.259.02 

$ 6,118,287.86 

$ 6,854.625.39 

$ 7,591,389.29 

$ 8.341,642.53 

$ 9,058,168.16 

$ 9,812,660.52 

; 

Net Plant 

Working Capital 

Contributions in Aid of Construction 

$18,603,659.15 

186,000.00 

$19,872,998.83 

1 285,000.00 

$19,427,615.76 

285,000.00 

$18,836,165.76 

285,000.00 

$18,145,644.36 

•285,000.00 

$17,462,590.56 

285,000.00 

$16,859,471.65 

285,000.00 

$16,19-5,924.12 
30C,000.00 

$15,837,816.30 

325,000.00 

•» 

$15,282,197.62 

325,000.00 

$14,723,539.27 

350,000.00 

$14,375,564.66 
430,000’. 00 

$14,153,73S.09 

430,000.00 

$13,969,564.01 

430,000.00 

(150,846.34) 

$13,433,465.24 
470,000.00 
( 150,846.34) 

Rato 3ase 

$18,789,659.16 

$20,157,998.83 

$19,712,615.76 

$19,121,165.76 

$18,430,644.36 

$17,747,590.56 

$17,144,471.65 

$16,495,924.12 

$16,162,816.30 

$15,607,197.62 

$15,073,539.27 

$14,805,564.66 

$14,583,738.09 

$14,248,817.67 

$13,752,618.90 

Return ® on Net Investment 

$ 203,554.64 

$ 1,310,269.92 

$ 1,281.320.02 

$ 1,242,875.77 

$ 1.197,991.88 

1 

$ 1,153,593.39 

$ 1.114,390.66 

$-1,072,235.07 

$ 1,050,583.06 

$ 1,014,467.85 

$ 979,780.05 

$ 962,361.70 

$ 947,942.98 

$ 926,173.15 

$ 893,920.23 

Actual Net Operating Revenuos 
(Schedule A) 

$C 40,398.89) 

$( 62,233.70) 

$ 330,178.83 

$ 286,587.59 

$ 424,385.36 

$ 750,706.99 

$ 1,205,355.80 

$ 1,717,778.50 

$ 1,978,345.48 

$ 1,114,395.43 

$ 1,342,019.20 

$ 1,381,127.06 

$ 1,584,306.04 

$ 1,233.984.84 

$ 1,414,511.32 

Excess or Deficit 

$( 163,155.75) 

$( 1,392,503.62) 

$( 951,141.19) 

$( 956,288.18) 

$( 773,606.52) 

$( 402,886-40) 

$ 90,965.14 

$ 645.543.43 

$ 927,762.42 

$ 99,927.58 

$ 362,239.15 

$ 418,765.36 

§ o36 f 363.C6 

$ 307,611-69 

$ 52C.991.09 

Cumulative Excess or Deficit 

$( 163,155.75) 

$( 1,555,659.37) 

$(2,506,800.56) 

$(3,46$,088.74) 

$(4,236,695.26) 

$(4,639,581.66) 

$(4,548,616.52) 

$(3,903,073.09 

$(2,975,310.67) 

($2,875,383.09) 

$(2,513,143.94) 

$(2,094,378.58) 

3(1,458,015.52) 

;(i.:hu.’:i»3.s3) 

$( 029,212.74: 


4 
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[2481] Exhibit No. 14 

i 

UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 
Docket No. G-462 

In the Matter of Mississippi River Fuel Coup., et ai]. 

I 

Respondent Mississippi River Fuel Corporation’s 'Ex¬ 
hibit No. —. Witness.-. 

i 

[2482] Written Statement 

j 

1. Scope of the Exhibit 

This exhibit shows financial results of operations of Mis¬ 
sissippi River Fuel Corporation for years 1940, 1941, 1^)42, 
and 1943, per books, sundry adjustments to operating 
revenue and revenue deduction accounts, and results! of 
operations as adjusted. The attempt has been made by 
these adjustments to place all the years in question upon an 
equal basis: to increase or reduce revenues and expenses 
to those business costs and business conditions now pre¬ 
vailing. 

2. Description of Schedules 

(A) This schedule is a Condensed Income Statement; of 
Mississippi River Fuel Corporation for years 1940-1943 
inclusive and summarizes the revenues and revenue deduc¬ 
tions per books, adjustments to these accounts as made jbv 
Company and the revenue and revenue deduction accounts 
as increased or decreased by these adjustments. 

(B) This schedule is a Condensed Statement of Gas 
Service Revenues of Mississippi River Fuel Corporation 
for years 1940, 1941, 1942 and 1943, showing contract 
volumes of gas sold in each year, the rates in effect on 
December 31, 1943, and the revenues as they would have 
been had those rates been in force in those years. The ratles 
used in this calculation are those shown on Schedule NoJ 6 
of Commission’s Exhibit No. 9 corrected to contract 
volumes instead of the uniform pressure base volumes jas 
shown in the said schedule. 

61—9181 
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(C) This schedule shows Other Gas Revenues for years 
1940-1943 inclusive per books, adjustments as made by 
Company, and Other Gas Revenues as adjusted. 

(D) This schedule shows Gas Purchased Expense for 
years 1940-1943 inclusive per books, adjustments as made 
by Company, and Gas Purchased Expense as adjusted. 

[2483] (E) This schedule shows details of Other Operat¬ 

ing Expenses for years 1940-1943 inclusive; per books, ad¬ 
justments as made by Company, and Other Operating Ex¬ 
penses as adjusted. 

(F) This schedule shows Federal Income Taxes as re¬ 
calculated for years 1940-1943 inclusive, at Federal Income 
Tax rates in effect during year 1944. The 6Vii% return upon 
net plant and working capital is first adjusted for Non 
Operating Revenues and Non Operating Revenue Deduc¬ 
tions to show the amount which should be allowable to 
Company after payment or receipt of these items as well 
as payment of Federal Income Tax. The earnings which 
are necessary to produce both this Sum and Federal Income 
Taxes is then calculated. The schedule shows all the tax 
calculations applying under the present Income Tax law 
except a problematical application for Relief under Section 
722 which has not yet been reviewed by the Internal Revenue 
Bureau. 

(G) This schedule shows the actual payments for taxes 
(other than Federal Income Taxes) applying to years 1940- 
1942 inclusive. For the year 1943 the actual payments are 

* shown wherever available but certain estimates are used 
for taxes which are as yet unpaid and are so marked in the 
schedule. 

(H) This schedule recapitulates, by classified groups, the 

adjustments made by Company to income and expense 
accounts for years 1940 to 1943 inclusive which are shown 
in detail on Schedule I. , 

(I) This schedule shows the details of various adjust¬ 
ments made by Company to the income and expense ac¬ 
counts for years 1940 to 1943 inclusive. 



MISSISSIPPI RIVER FUEL CORPORATION 


'■•.‘ hedale A 

Comparative Income Statement, per books, Adjustments, and as 
Adjusted for years 1940, 1941, 1942, and 1943. 


Per Books 


Adjustments (l) 


As Adjusted 


Particulars 

Sched. 

1940 

1941 

1942 

1943 


1940 

1941 

1942 

1943 


1940 

1941 


1942 


1943 

(1) 

No* 

(2) 

(3) 

(4) 

(5) 


(6) 

(7) 

(8) 

(9) 


(10) 

(11) 


;12; 


(1?) 

Operating Revenues 


















Gas Sales 

B 

$6,799,470.07 

$8,184,838.05 

$8,845,314.40 

$9,338,138.02 

$ 

356,454.36 

$ 234,341.45 

$( 11,789.44) 

$ 


7,155,924,43 

$ 8,419,179.50 

$ 

8,833,524.96 

A 

v- 

9,338,133.02 

Other Gas Revenues 

C 

12.771.72 

14.014.45 

37.405.62 

12.775.03 


12.632.89 

38.925.42 

34.257.70 

56,996.62 


25,404.61 

52.939.87 


71,663.32 


69.771.85 

Total 


$6,812,241.79 

$8,198,852.50 

$8,882,720.02 

$9,350,913.05 

$ 

369,087.25! 

$ 273,266.87 

$ 22,468.26 

y 56,996.82 

$ 

7,181,329.04 

$ 8,472,119.37 

A 

V 

8,905,188.28 

$ 

9,407,909.87 

Operating Revenue Deductions 


















Operating Expenses: 


















Gas Purchased 


$2,846,429.27 

$3,281,297.06 

$3,422,969.82 

$3,284,380.78 

$( 

269,807.97) 

$( 318,808.60) 

$( 332,309.90) 

$( 88,587.66) 

$ 

2,576,621.30 

$ 2,962,488.46 

A 

3,090,659.92 

<*• 

V 

3,195,793.12 

Gas Purchased Expense 

> 

D 

85,774.95 

159,290.24 

154,727.48 

137,502.53 

( 

459.61) 

12,053.50 

59,685.27 

82,402.56 


85,315.34 

171,343.74 


214,412.75 


219,905.09 

Other Operating Expense 

E 

1,131,089.46 

1,466,946.61 

1.664,138.80 

1.762.699.66 


163.413.05 

157.791.46 

78.149.66 

( S2 r l4fi.an) 


1.294,502.53 

1,624,733.07 


1,742,288.46 


1.730.550.86 

Sub Total 


$4,063,293.70 

$4,907,533.91 

$5,241,836.10 

$5,184,582.97 


106.854.53) 

$( 148.963.64) 

&( 194.4-4.97) 

$( 38.333.90) 


3,956,439.17 

4,756,570.27 


5,047,361.13 


5,146,249.07 

i 

Depreciation; & Amortization 


$ 876,169.84 

$ 902,099.72 

$ 906,787.95 

$ 917,374.77 

$( 110,764.41) 

$( 114,237.96) 

$( 112,615.03) 

$( 114,175.10) 

$ 

765,405.43 

$ 787,861.76 

$ 

”94,172.32 

V 

803,199.67 

Taxes - Federal Income 

F 

298,000.00 

615,000.00 

1,427,672.46 

1,735,000.00 


747,903.00 

115,221.00 

( 736,531.46) 

(1,098,031.00) 


1,045,903.00 

i 730,221-00 


691,141.00 


636,969.00 

Taxes - Other 

G 

307,059.79 

298.613.45 

319.490.68 

327.722.59 

c 

23.064.99) 

1.840.53 

( 3.920.23) 

( 10,262.16) 


283.994.80 

300.453.98 


315,570.45 


217,460.43 

Total 


$5,544,523.33 

$6,723,247.08 

$7,895,787.19 

$8,164,680.33 

$ 

507,219.07 

$( 146,140.07) 

$(1,047,541.69) 

$(1,260,802.16) 

$ 

6,051,742.40 

$ 6,577,107.01 

$ 

G , 849,245.50 

A 

v> 

6,903,878.17 

Net Operating Revenues 


$1,267,718.46 

$1,475,605.42 

$ 986,932.83 

$1,186,232.72 

$( 

138,131.82) 

$ 419,406.94 

$ 1,070,009.95 

$ 1,317,798.98 

$ 

1,129,586.64 

$ 1,895,012.36 

$ 

2.056.942.78 

A 

V 

2,504,031.70 


Other Income 


•Interest Revenues 

$ 3,877.70 

$ 1,043.26 

$ 

3,583.86 

$ 

5,718.90 

mm 



mm 

mm 

A 

V> 

3,877.70 

$ 1,043.26 

$ 

3,583.86 

$ 5,718.90 

Misc. Non Operating Expenses 

3,077.47 

- 


2,877.82 


1.422.02 


$ 

1,739.35 

$ 1.657.99 

$ 5.399.03 


3,077.47 

1,739.35 


4,535.31 

6,821.05 

Misc. Non Operating Expenses 

- 

- 

( 

1.488.30) 

( 

1.095.49 ) 




mm 


— 

• 


1,458.30) 

( 1,095.49) 

Total 

$ 6,955.17 

$ 1,043.26 

$ 

4,973.38 

£ 

V 

6,045.43 

- 

$ 

1,739.35 

$ 1,657.99 

$ 5.399.03 

> 

6,956.1? 

$ 2,782.61 

A 

V 

6,531.37 

11,444.46 

Gross Income 

$1,274,673.63 

$1,476,648.68 

$ 

991,906.21 

$1, 

192,278.15 

$( 138,131.82) 

$ 

421,146.29 

$1,071,667.94 

$ 1,323,198.01 

A 

Nr 

1,136,541.81 ’ 

$ 1,897.794.97 

.A 

V 

7,063,574.15 

$ 2,515,476.16 

Income Deductions 


















Interest on Long Term Debt 

$ 449,781.12 

$ 257,325.34 

$ 

202,235.75 

$ 

175,069.44 

$( 234,811.12) 

$ 

(48,677.34) 



c* 

'w 

o a m q ~ ■ r v - 

203,648.00 

V 

202.235.75 

$ 175..69.44 

Other Interest Charges 

16.35 

- 


929.37 


448.09 

_ 







- 


C '% «y r> 

O’OD • •-* 

448.09 

Amortization of Debt Discount 


















and Expense 

6,438.4C 

703.20 


— 


— 

_ 



Mb 

_ 


8,438.40 

-02.20 


- 

— 

Miscellaneous Income Deductions 

675.0C 

14,606.98 


1,496.00 


6.273.73 

- 


— 

— 

M- 


675-Gv: 

14,606.98 


1,496.00 

6.273.73 

: ota l 1 

Z 45$,911.47 

$ 272,835.52 

V 

204,661.12 

$ 

181,791.26 

$( 234,811.12) 

l( 

48.677.34' 

— 

- 

$ 

224,100.35 

$ : 224,158.18 

"T 

, OO A. 1c 

181,^l.26 

Net Income 

v 815,762.16 

$1,203,815.16 

$ 

787,245.09 

31. 

010,486.89 

$ 96,679.30 

A 

V 

469,323-63 

$1,071,667.94 

$ 1,323,198.01 

$ 

912,441.46 

$ .!,S 7 3,635.-9 

V 

l,r 8 913.03 

$ 2,325,oM.90 



All adjustments are shown on Schedule H with supporting entries on Schedule I. 
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MISSISSIPPI RIVER FUEL CORPORATION 


Schedule B 


Condensed Statement of Gas Service! Revenues for years 1940, 1941, and 1942 
Adjusted to rates in eff'ect at December 31, 1943* 




1940 



1941 



1942 



1943 



M C F 



M C F 



M C F 



HCF 




At Contract 

Rate 

Re-calculated 

At Contract 

Rate 

Re-calculated 

At Contract 

Rate 

Re-calculated 

At Contract 

Rate 

Re-calculated 


Pressure Base 


Revenues 

Pressure Base 

i 

Revenues 

Pressure Base 


Revenues 

Pressure Base 


Revenues 

Industrial Sales 













Arkansas 



T 










Firm 

1,302,113 

6.04 

78,647.63 

1,396,534 

6.04 

84,350.65 

1,573,172 

6.04 

95,063.72 

1,691,428 

6.05 

102,328.28 

Illinois 













, Firm 

6,813,897 

22.81 

1,554,348.94 

8,848,518 

22.$7 

2,006,142.21 

9,731,234 

22.88 

2,226,488.01 

11,094,546 

22.94 

2,545,060.29 

Interruptable 

10,447,275 

15.17 

1;584,686.30 

12,168,672 

14.f?l 

1,766,127.41 

11,410,501 

14.13 

1,612,793.52 

! 10,098,702 

14.82 

1,496,746.04 

Missouri 













Firm 

5,247,968 

23.40 

1,227,947.99 

6,252,767 

23.18 

1,449,245.58 

5,236,519 

23.00 

1,204,253.57 

! 4,663,381 

23.42 

1,092,349.76 

Interruptable 

3,565,458 

14.38 

512,727.45 

3,867,993 

15.24 

589,591.93 

3,893,900 

15.78 

614,308.20 

3,811,883 

16.03 

611,061.75 

Total Industrial Sales 

, 27.376.711 

18.11 

4,958,358.31 

32,534,484 

CM 

1^4 

• 

CO 

rH 

5,895,457.78 

31.845.326 

18.07 

5,752,907.02 

31,359,940 

18.65 

5,847,546.12 

Percent of Total Sales 

75.31 


69.29 

76.88 

1 

70.02 

72.36 


65.13 

69.39 


62.62 

Sales to Utilities for Resale 













Arkansas 



• 










Arkansas Power & Light Co* 

676,626 

26.43 

178,871.61 

596,136 

28.21 

168,171.56 

933,705 

24.38 

227,655.61 

1,138,542 

23.24 

265,786.55 

Arkansas-Louisiana Gas Co* 

349,631 

29.05 

101,567.30 

334,993 

29.08 

97,447.92 

409,817 

29.21 

119,716.78 

! 487,450 

28.53 

139,071.18 

Illinois 









• 




Illinois-Iowa Power Co* 

663,612 

28.10 

1186,444.32 

760,625 

28.06 

213,469.37 

1,089,284 

28.06 

305,695.35 

! 1,214,773 

27.58 

335,017.00 

Union Electric Co- of Illinois 

- 

- 

i 

36,432 

28.47 

10,372.75 

107,804 

28.47 

30,688.42 

; 116,613 

28.47 

33,202.82 

Missouri 













i Missouri Natural Gas Co* 

330,745 

33.43 

110,578.77 

306,453 

33.43 

102,446.57 

358,410 

33.42 

119,773.82 

! 387,869 

33.43 

129,670.15 

Lacle.de Gas Light Co. 

4,767,564 

21.29 

1,015,215.24 

5,563,544 

23.84 

1,326,685.62 

6,800,745 

23-45 

1,595,064.52 

! 7,906,566 

23.64 

1,869,032.96 

St. Louis County Gas Co. 

2,187,634 

27.65 

604,888.88 

2,188,498 

27.65 

605,127.93 

2,467,019 

29.14 

682,023.44 

i 2,578,780 

27.87 

718,811.24 

Total Sales to Gas 













Utilities for Resale 

8,975,812 

24.48 

2,197,566.12 

9.786.681 

25.79 

2.523.721.72 

12#166.784 

25.32 

3.080.617.94 

13.830.593 

25.24 

3.490.591.90 

Percent of Total Sales 

24.69 


30.71 

23.12 


29.98 

27.64 


34.87 

30.61 


37.38 

Total Sales 

36,352,523 

19.68 

« 

155,924.43 

42,321,165 

19.89 

8,419,179.50 

44,012,110 

20.07 

8,833,524.96 

45,190,533 

20.66 

9,338,138.02 


i 


2485 



I 



Schedule C 
Sheet 1 of 2 


MISSISSIPPI RIVER 
Other Ga's 

FUEL CORPORA'! 
Revenues 

ION 


Years 1940, 1941, 

1942, and 1943 

As 

Particulars 

Per 3oolcs 

Adjustments 

Adjusted 

1 

Year 1940 

Rent from Gas Property 

$10,042.12 

| 

$10,042.12 

Servicing Customers' Installations 
Miscellaneous Gas Revenues: 

Soverence and Gathering Taxes billed to 

125.32 

| 

125.32 

customers 


$(3,400.60) 

3,400.60 

Sales of fuel oil in lieu of gas 
Arkansas Louisiana Gas Company 


( 9,232.29) 

9.232.29 

Stand by charge 

2,400.00 

i 

2,400.00 

Profit on Warehouse Sales 

203.78 


203.78 

Total - Year 1940 

$12,771.72 

$(12,632.89) 

$25,404.61 

Year 1941 




Rent from Gas Property 

$10,015.88 


$10,015.83 

Servicing Customers' Installations 
'll seel lanoous Gas Revenues: 

Soverence and Gathering Taxes billed to 

289.33 

$(9.,494.08) 

289.33 

customers 


9,494.03 

Sales of .fuel oil in lieu of gas 
Arkansas Louisiana Gas Company 


(29,431.34) 

29,431.34 

Stand by Charge 

2,400.00 


2,400 ..00 

Profit on Warehouse Sales 

323.34 


323.84 

Collection of bad accounts 

985.40 


‘985.40 

Total - Year 1941 

$14,014.45 

. 

$(38,925.42) 

$52,939.37 
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Schedule C 
jheet 2 of 2 


MISSISSIPPI RIVER 

FUEL CORPORATION 


Other Gas 

Revenues 


Years 1940, 1941, 

1942, and 1943 

As 

Particulars 

Per Books Adjustments 

Adjusted 

Year - 1942 



Rent from Gas Property 

♦ 9,903.59 

♦ 9,903.59 

Servicing Customers’ Installations 

90.43 

90.43 

Miscellaneous Gas Revenues: 

Severence and Gathering Taxes billed to 

♦(12.953.9fr) 


customers 

12,953.98 

Sales of fuel oil in lieu of gas 

C 46,303.72) 

46,303.72 

Arkansas Louisiana Gas Company 



Stand by Charge 

2,400.00 

2,400.00 

Settlement of Cahokia Mfg. Gas Co. 



Minimum charge 

25,000.00 25,000.00 


Other 

11.60 

11.60 

Total - Year 1942 

♦37,405.62 ’♦(34,257.70) 

♦71,663.32 

Year 1943 



Rent from Gas Property 

♦ 9,935.52 

♦ 9,935.52 

Servicing Customers' Installations 

171.68 

171.68 

Miscellaneous Gas Revenues: 

Severence and Gathering Taxes billed to 

♦(13,682.66) 


customers 

13,682.66 

Sales of fuel oil in lieu of gas 

( 43,314.16) 

43,314.16 

Arkansas Louisiana Gas Company 



Stand by charge 

2,400.00 

2,400.00 

Othor 

267.83 

267.83 

Total - Year 1943 

♦12,775.03 ♦(56,996.82) 

♦69.771.85 
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Schedule D 
— 

MISSISSIPPI RIVER FUEL CORPORATION 
Purchased Gas Expense - par books and as adjusted 


Years 1940, 1941, 
Particulars 
Year 1940 

Operating Labor 

Operating Supplies and Expenses 
Scverence and Gathering Taxes 
Severance and Gathering Taxes billed to 
customers 

Maintenance of Structures and Equipment 
Substitute fuel purchased 

Total - Year 1940 


Year 1941 

Operating Labor 

Operating Supolies and Expenses 
Scverence and Gathering Taxes 
Scverence and Gathering Taxes billed to 
customers 

Maintenance of Structures and Equipment 
Substitute fuel purchased 

Total - Year 1941 


Year 1942 

Operating Labor 

Operating Supplies and Expenses 
Severance and Gathering -Taxes 
Scverence and Gathering Taxes billed to 
customers 

Maintenance of Structures and Equipment 
Substitute fuel purchased 

Total - Year 1942 


Year 1943 

Operating Labor 

Operating Supplies and Expenses 
Severance and Gathering Taxes 
Severance and Gathering Taxes billed to 
customers 

Maintenance of Structures and Equipment 
Substitute Fuel Purchased 

Total - Year 1943 


1942 and 1943 


As 

Per Books 

Adjustments 

Adjusted 

415,101.55 

$ 2,218.66 

$17,320.21 

5,006.10 


5,006.10 

68,887.71 

(23,143.43) 

45,744.28 

(3,400.60) 

3,400.60 


180.19 


180.19 


17,064.56 

17.064.56 

$85,774.95 

4( 459.61) 

$85,315.34 


$15,156.85 

i 

i 

! 

$ 1,842.18 

416,999.03 

5,874.67 


5,874.67 

147,359.90 

(52,927.23) 

94,432.67 

(9,494.03) 

9,494.08 


392.90 


392.90 


53,644.47 

53,644.47 

$159,290.24 

$12,053.50 

$171,343.74 

$16,919>13 

$ 5,275.28 

$22,194.41 

5,966.03 


5,966.03 

144,554.06 

(43,914.39) 

100,639.67 

(12,953.98) 

12,953.98 


242.24 

41.37 

283.61 


85.329.03 

85,329.03 

$154,727.48 

$59,585.27 

$214,412.75 

$18,704.14 

$ 2,448.37 

$21,152.51 

6,233.24 

5,314.43 

11,547.67 

129.987.12 

(25,183.63) 

104,803.49 

I 

(17,510.15) 

17,510.15 


88.13 

3.90 

92.08 


82,309.34 

82,309.34 

$137,502.53 

$82,402.56 

$219,905.09 


i 
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MISSISSIPPI Sim FUEL CORPORATION 
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i 


OTHER OPERATING EXPENSES 
PER BOOKS AND AS ADJUSTED 
TEARS 1940, 1941, 1942 AID 1943 


SCHEDULE E 
SHEET 1 or 3 


hr Bootes_ _Adjuataa nta__Aa Adjuatad 


Aoaount 


1313- 

—IWT- 


—1512- 


-1555— 

~1555- 

— I3H- 

—ran- 

1943 

1940 

1941 

1 

—1552- 


-1555— 

(» 



—CD- 


■■ wr™ 


(6) 

( 6 ) 

m 

(8) 

(9) 


mi 





TRANSMISSION EXPENSES 















i 




Op*rution 








\ 4,249.79 $ 


( 1,401.57 $ 





1 




Supervision »nd Engineering 

• 

30,190.41 $ 

33,215.10 

1 

44,298.80 

$ 

44.528.83 \ 

1,223.36 $ 

$ 

34.440.40 

$ 34,438.46 

$ 


1.895.03 

$ 

44,528.88 

Coapraaaor Station Labor 
Measuring and Regulating 


181,*53.70 

234.872.12 


283.629.26 


297,738.10 

90,150.55 

91,835.00 

67,568.18 

38,973.92 

271,904.25 

326.707.12 

• 

3S[ 

1,197.43 


336.712.0* 

Station Labor 


9.094.39 

9,283.88 


12,084.40 


12,449.98 

11,430.21 

13,286.62 

3,099.46 

1,658.49 

20,526.60 

22,570.50 


i! 

5,183.85 


14,328.37 

Compressor Station Suppllaa 















i 




and Expense* 


80,318.11 

114,658.73 


129.257.73 


135,413.79 





80,318.11 

114,658.75 


129,237.73 


135,413.79 

Compressor Station Pool 


171,210.46 

244.120.24 


258,578.48 


254.036.16 





171,210.45 

244,120.24 


258.578.46 


264,038.18 

Measuring and Regulating 















i 




Station Suppllaa and 

Expenses 


1,404.22 

2,030.43 


2.445.49 


2,346.48 

100.00 




1,804.22 

2,030.63 


i 

*, 845.69 


2,368.88 

Transmission Main* - Labor 
Transmission Main* - Suppllaa 


81,982.53 

54,098.84 


53,406.13 


62,203.43 

24,138.82 

22,392.91 

13,739.25 

8,142.42 

86,121.55 

78,491,67 


6 

7,345.38 


70,345.85 

and Expanaas 


15,257.53 

35,743.94 


26,388.09 


22,666.97 

124.45 




18,381.78 

35,743.86 


2 

8,388.09 


22,656.87 

Tranaalaalon Mapa A Raoorda 





5,204.91 


6,223.80 



(74.18) 






5,130.73 


6,223.80 

TOTAL 

1 

531,213.34 $ 

730,023.42 

1 

797,451.28 

$ 

847,847.54 $ 180,193.82 $ 

128,737.79 $ 

82,931.13 $ 

48,774.83 $ 

681,407.16 

$ 858,761.21 

$ 

88 

0,582.41 

$ 

896.622.37 

Malntananoa 



















Supervision and Rnglaaerlag 

1 

13.583.89 I 

13.945.66 

$ 

20,690.16 

$ 

23,415.35 \ 

1 $ 

$ 

3,563.98 $ 

2,175.09 $ 

13,663.89 

$ 15,965.56 

$ 

2 

4,254.14 

$ 

25,590.44 

Coapraaaor Station Strueturaa 
Measuring A Regulating 


3.231.15 

5.117.88 


5,781.21 


2,387.49 

1,097.09 

1,008.46 

745.13 

272.46 

4,328.24 

6,126.33 



4,626.34 


2,659.95 

Struoturaa 


884.22 

97.39 


251.16 


162.28 

300.13 

87.40 

5.02 

15.05 

1,184.35 

184.79 



256.18 


177.31 

Oth*r Tranmlsslon System 



















Struoturaa 


1,878.57 

4,069.74 


6,206.25 


6,630.71 

813.32 

267.37 

782.25 

568.12 

2,139.89 

4,347.13 


1 

8,968.48 


6,898.83 

Maina 


87,241.84 

64,209.17 


142,116.55 


141,065.25 

7,890.32 

21,014.17 

23,886.29 

11,038.62 

98,131.98 

106.225.34 


166,002.82 


152,093.87 

Coapraaaor Station Equlpaaat 


114,470.97 T 

235,718.47 


241,391.50 


212,608.75 

30,004.32 

27,988.42 

34.340.91 

22,648.12 

144,475.29 

263,704.89 


275.732.51 


235.254.97 

Measuring and Regulating 
Station Equipment 

Othar Tranaalaalon Syataa 


1,190.86 

4,903.71 


7.435.91 


8.S7S.62 

597.50 

1,902.51 

1,864.68 

1,096.87 

1,787.55 

6,806.22 


] 

9,300.49 


9.670.99 

1,009.77 

Equlpaaat 


411.54 

915.18 


920.40 


789.-16 

151.43 


89.37 

45.13 

762.97 

915.13 


1 

. 


834.69 

TOTAL 

1 

222,849.86 $ 

549,055.11 

• 

422,793.12 

$ 

596,522.91 $ 

4)0,584.31 $ 

52,258.82 $ 

65,277.61 $ 

37,857.94 $ 

263,424.16 

$ 401,293.43 

I 

H 

8,070.73 

r 

$ 

433,180.85 

Mlaoallanaoua 


! 

















Santa 


7.471.57 

7,560.77 


7,546.46 


8,083.40 

( 86.00) 




7.406.67 

7,560.77 



7,648.46 


8,083.40 

TOTAL TRANSMISSION STSTIM 



















EXPENSE 

* 

781,554.86 $1,086,819.30 

$1,228,090.85 

$1,261,463.95 $ 

170,683.13 $ 

180,996.11 $ 

148,206.74 $ 

88,432.77 $ 

952,237.99 

$1,267,616.41 

$1,37( 

5,299.59 $1 

.337,886.82 



Account 

“ 07 “ 

JlSTBIBUTIOI EXPENSES 
Operation 

Supervision and Engineering 
Distribution Map. A Accords 
Removing A Resetting Asters 
Miscellaneous Meter Expenses 
Services on Consimer's 
Premises - Labor 
Services on Consumer's 
Premises » Other 

TOTAL 

Maintenance 

Structures and Zaprovessents 
Pimping and Regulating Equip¬ 
ment 
Meters 

Other Property on Consumer's 

Premises 


TOTAL 

Miscellaneous 

Rente 

TOTAL DISTSTBTJTICM EXPENSES 

Cuetcsser'a Aeoeuntlng and 
Collecting Expeneeat 
Customer's Contracts and 
Orders 

Mster Reading 

Customer's Billing A Accounting 
Uncollectible Accounts 
Miscellaneous Expenses 


_Per Boobs__ 

1940 

1941 

1942 

1943 


T5] (sj Til 07 




4,617.02 

5,124.44 




6.i59 



112.74 

88.78 



5,000.71 

2,542.152 

24,688.41 

27,572.68 

6,899.46 

7,489.26 

19,064.87 

26,025.55 

89,026.51 

66,681.78 

45,778.28 

65,698.05 

62,166.28 

80.629.41 



1,855.31 

2,224.72 



2,206.84 

4,178.50 

8,121.44 

18,228.70 

11,227.89 

10,474.87 



4,485.98 

1,837.04 

8,121.44 

18,228.70 

19,781.12 

18,715.12 



86.87 

101.00 

51,894.72 

88,8*6.75 

71,992.7* 

99,446.65 




1,558.98 

1,089.11 

21,204.90 

25,504.11 

26,064.92 

26,190.15 

14,528.72 

14.009.69 

5,842.40 

5,758.00 

4,834.04 


86.40 

2,103.79 


TOTAL 


40,367.68 57,518.80 


50,501.70 55,121.05 


MISSISSIPPI RITES FUEL CORPORA?ICM 

OTEER OPERATING E XP ENSE S 
PER BOOKS AND AS ADJUSTED 
YEARS 1940, 1941, 1942 AND 1948 


7940 

”07 


Adjustments 

1941 

~1D - 


194? 

1ST 


194? 

1ST 


I 


I 



SCHEDCLS E 
SHEET ? OP 5 


-^L.Adlujtqd_ __ 

794 ? 1941 1515 YSK 

m - Tin- ITS) - TI57 


8,048.87 

( 7,852.27) 

6,964.14 

( 24,215.13) 

( 158.69) 

8.68 

1,146.74 

( 59.026.81) 

6.96 

496.85 

( 66,567.54) 

4 

52,756.78 

11.252.60 

54,556.62 

1.812.22 

«. 

5s 

6. 

,485.55 

112.74 

006,29 

646.19 

5,124.44 

5.69 

86.7* 

2,349,46 

7,985.1« 

14.44 

216.10 

( 17,248.99) 

( 58,004.68) 

( 65,064.68) 

45,989.58 

56,549.04 

14,150.66 

15,664.88 



76.91 

154.86 




,910.22 

2,569.68 



599.62 

482.24 



2,606.46 

4,660*74 

2,933,67 

2,464.68 

1,951.56 

1,127.81 

11,066.51 

16,695.58 

IN 

159.46 

11,602.47 



756.99 

176.65 



-64 

240.97 

2.013.67 

2,955.87 

2,464.68 

5,164.98 

1,921.84 

11,065.31 

15,695.56 

22. 

916.10 

20.656.46 








86.57 

101.00 

5,149.97 

( 14,784.81) 

( 54,859.70) 

( 65,143.19) 

66,044.69 

62,042.42 


165.02 

56,302.54 



570.70 

111.28 



1 

| 

1,929.68 

1,200.59 

7,578.72 

6,066.32 

5,857.97 

5,069.65 

28,635.62 

29,669.45 

50^902.89 

29,249,76 

6.576.65 

4,926.85 

984.60 

489.50 

*0,706.25 

18,958.64 

4,827.00 

4,227.50 





4,854.04 


1 


2,105.79 








56.40 


18,765.26 

10,994.17 

7,195.27 

8,660.21 

54,122.91 

48,507.97 


694.97 

56,761.24 
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* 



AMIIISTSATTV? AID GENERAL EXPENSES 
Salaries of General Officers A 


Executives 

2J.79S.P2 

26,310.Oo 

43,415.OC 

43.996.36 

Other General Office Salaries 

22.447.06 

32.826.in 

43,421 .’9 

47,96*. ?2 

Expenses of General Offlcera 

5,567.2* 

4.534.2" 

12.563.4" 

K.590. CC 

Expenses of General Offioe 

Employees 

2,032.06 

e,868.6C 

1.726.07 

2.373.^0 

General Offlae Suuollea end 

Expenses 

4.37C.83 

■ S,76o.*5 

51.Of2,"< 

9.466.03 

Special Serrioea 

24.497.31 

35.6*3.64 

33.757.40 

34,026.42 

Special Legal Serrlcea 

41,458.€C 

54.99 

36,724.50 

34.166.26 

Regulatory Coecaiaaioc Expense 
Inaurar. oe 

>,288.83 

8.8M.19 

1.692.49 

13,9*5.71 
2 ,?20.«* 

Injuries and Damagea 

15.341.61 

19.472.79 

26.074.r4 

25.911.+■* 

Employees Welfare Benefits 

5,83^.09 

3,332.96 

7.925.3? 

11.279."7 

Pensions « Current Services 

13.719.75 

16.3i«^4 

17.277.76 

e • # A."w 

Pensions - Past Serrloes 

51,845.41 

28,013.69 

^0 . 907 .J? 

91,126 

Miscellaneous General Expense# 

11.066.47 

6,107. *-6 

6,665.11 

1 v. 1 ^ .4*.* • • *..{• 

Maintenar.oe t 

Structures A Improvements 

Office furniture A Equipment 

207.66 

2o0.?3 

190.46 

301.20 

15.'. 66 

*y?.:e 

Communication Equipment 

7,667.69 

9,500.42 

8 7 9.3? 

5 609.1V 

Miscellaneous Property 

13.787.96 

15,091.10 

82.72 


Rents 

3,? a 7.4t> 

3,424.63 

6,641.01 

0,+ 6 C..CO 

TOTAL ADMINISTRATIVE AND 





general expenses 

26i.272.24 

275.396.78 

333.513..’ 

3"r,C" t '.?l5 

SU1MART 

Transmission Expense 

78;.534.“6 

1.086,613.30 

1 '^Ov oc ‘ 

l.T51,a53.-5 

Distribution Expense 

51,894.72 

66,826.73 

.oon. 

r',44j.$> 

Customer's Accounting A Collecting 
Expense 

Administrative A General Expensea 

4C.367.66 

37,513.80 

30,601.70 

35. 

257.272.24 

2"6,906.73 

333,55*.53 

3"t.67’».28 


,"*? .see, eg 


TOTAL OPHtATTNf EXPENSES 


1.151.099.48 1.488,848.81 


68A.188.80 l 
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Mississippi river foel corporation schedule e 

SHEET 3 OF 3 

OTHER OTSRATJKC EXPENSES 
fv:k rooks AND as adjusted 

YEARS 1940, 1*41, 1940 AND 1845 








22,799.92 

26,310.00 

45,415.00 

43.996.36 

1,537.3? 

( 5.269. 38) 

( 722.40) 

( 

3,514.06) 

23.P04.46 

27,536.11 

42.S99.49 

44,455.84 



261.58 


259.16 

5,667.28 

4.534.27 

12.^25.05 

14,849.16 


( 6,1*3.98) 


( 

l,ie6.35) 

2,032.05 

1 , 711 .ep 

l # {2Sm07 

1.187.43 

( 50.00; 

13.50) 

( +2,172.26) 



4,320.83 

5.746.55 

8.850.46 

9,486.03 


11.578.4S 

11,576.48 


ll.S7e.48 

24.497.81 

47,422.12 

45,^35.88 

45,603.90 

1"P,3? 

108.06 




41,637.05 

54,487.0* 

36,724.50 

34,365.25 









13,946.71 






9,238.83 

0,854.19 

4,692.49 

2,920.49 

169.02 

932.36 



723.31 

15,629.53 

20,405.13 

26,074.74 

26,634.75 






5,837.09 

3,332.98 

7,^26.39 

11,289.73 


4 </4.6t- 




15.719.75 

16.721.22 

17,^177.76 

23,827.68 

f ?",564.?7) 

, 23,551.37) 

■, 16,626.83) 

/ 

V 

67,448.44) 

23,930.54 

4,662.31 

23.980.54 

23,980.54 

200. 2 

55 P.46 

1.03) 



11,256.69 

6,666.44 

6,168.53 

10,054.25 








180.46 

131.66 





1.00 

307.55 

260. 93 

^01.20 

466.86 

^ « Ci/ ) 

a’".:* i 

5,389.98 


488.33 

",499.71 

8,123.18 

5,769.87 

6,097.62 

1, :.'.4 5 

; ,282.5* 

"9.%o 



16,391.40 

16,373.41 

l62.e2 







3,297.46 

3.424.68 

6,641.01 

6,466.00 

■ 2-s 17‘.»c-! 

14.4.4. .U/ 

( +2.-112.55) 

( 

59.098.59) 

233.096.94 

256.572.27 

291,1*0.88 

319,580.66 


.5 

18C, ? <•■>. 11 

140.200.7* 

86,432.77 

952,237.99 

1,267,615.41 

1.376. 

(99.59 

1,337,886.62 

2 # I • 0 e 

( l+.'Y+.Jl) 

( 34,039.70) 

( 63.143.19) 

65,044.69 

52,042.42 

37 , j 

L5S.02 

36,302.34 

1 e •’*;». '* *. 

,994. 17 

7,193.27 

3,660.21 

64,122.91 

48,507.97 

37,^ 

S94.97 

36,781.24 

24.175.TO) 


(, 42.412.P6) 

( 69.090.69) 

233,096.94 

266.572.27 


(40.88 

319.580.66 

'.*S,4i*.0e 


70,14 0.06 

( 32,148.00) 

1,294.602.53 

1,624,738.07 

1.742.| 
ZZ—ZZ==i 

(88.46 

1,730,550.66 
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Sohedulej F 


?A92 


Calculation of Federal Income Tax payable on a theoretical allowable return of 
■&i# on a net investment rate baso as shown in Company's Exhibit No. 
for the years 1940, 1941, 1942, and 1943, based on Federal Income Tax Rat^a in 
effect in 1944. 



1940 

1941 

1942 

1943 

M C F Sold in year 

Normal Output in Base Period 

|fe6,352,523 $*2,321,165 
31,219,194 31,219,194 

$44,012,110 $*5,190,533 
31,219,194 31,219,194 

l 

Excess Output 

5,133,329 

11,101,971 

12,792,916 

13,971,339 

Net Income before Federal Income 

Taxes 

1.806,720 

1,472,389 

1 

1,434,884 

1,373,542 

Net Earnings as above dividod by 

M C F Sold = unit Net Income 

1/2 Unit Net Inoomo x Excess 

Output = Sec. 735 Relief 

.0497 

127,563 

.0347908 

193,124 

1 

.032602| 
208,537| 

.0303945 

212,326 

Net Income before Federal Income Taxes 
Less Section 735 Relief 

1,806,720 

127,563 

1,472,389 

193,124 

1,434,884 

208,537 

1,373,542 

212,326 

Excess Profit Net Income 

1,679,157 

1,279,265 

1 

1,226,347 

i 

1,161,216 

Less: 

Credit for Baso Period Net Income 
Specific Exemption 

958,793 

10,000 

958,793 

10,000 

i 

958,793 

10,000 I 

958,793 

10,000 

Income Subject to Excess Profits Taj 

710,364 

310,472 

| 

257,554 

192,423 

Excess Profits Tax 0 95# 

674,846 

294,949 

244,676 j 

182,801 

ess: 

Post War Credit - 10# 

67,485 

29,495 

24,467 

18,280 

Net Excoss ProfitB Tax 

607,361 

265,454 

220,209 

164,521 

Net Incomo before Federal Income Tax 

1,806,720 

1,472,389 

1,434,884 

1,373,542 

Less: 

Income Subject to Excess Profits 
Tax 

710,364 

310,472 

257,554 I 

192,423 

Income Subject to Normal & Surtax 

1,096,356 

1,161,917 

1 

1,177,330 

1,181,119 

Normal and Surtax Q 40# 

Excess Profits Tax as above 

438,542 

607,361 

464,767 

265,454 

470,932 

220,209 

472,448 

164,521 

Total Income Tax 

1,045,903 

730,221 

691,141 

636,969 

Income before Federal Incomo Tax 
Fedoral Incomo Tax 

1,806,720 

1,045,903 

1,472,389 

730,221 

1,434,884 

691,141 

11,373,542 

I 636,969 

Co. Net Income after taxes 

760,817 

742,168 

743,743 

1 

736,573 

Add: Non Operating Deductions 

Doduct: Non Operating Rovonuo3 

Return ft 6^# 

224,100 

6.955 

224,158 

2,703 

204,661 

6,631 

| 181,791 

11.444 

977,962 

963,543 

941,773 

906,920 

2492 


Schedule 



Ar’xnncat 


Property 115,479.66 119,094.14 123,375.59 126,181.60* 

Xnuichiae 3,722.61 3*693^90 3,646^15 3,734.13 

Incoae' 4,172.97 11,402.50 14,587.65 10,598.68 

Lnomp. Comp. 6|4tv.44 6,694.62 4,837.44 3,633.43 

Salee 621.04 
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MISSISSIPPI RIVER FUEL CORPORATION 
Recapitulation of Adjustments 
Schedule I 


Entry 

1940 

1941 

1942 

1943 


No. 





Gas Service Revenues 






Revenues re-calculated at 






Dec. 31, 1943 rates 

(20)$(356,454.36)1(234,341.45) 

311,789.44 


Other Gas Revenues 






Severance and Gathering Taxes 
billed to customers 

Customers billed with cost of 

(4) 

(3,400.60) 

(9,494.08) 

(12,953.98) 

$(13,682.66) 

equivalent gas for fuel oil 
consumed 

(5) 

(9,232.29) 

(29,431.34) 

(46,303.72) 1 

(43,314.16) 

C&hokia Settlement 

(13) 



25,000.00 ! 




(12.632.89) 

(38.925.42) (34.257.70)! 

(56.996.82) 

Gas Purchased 






Rate reduction of United 





(^8,587.66) 

Gas Pipe Line Co. 

(16) 

(269,007.97) 

(318,308.50)(332,309.90)| 

Gas Purchased Expense 




i 


Increase in Labor Costs 
Se/erence and Gathering Taxes 

(1) 

2,218.66 

1,842.18 

5,316.65 j 

2,452.27 

billed to customers 

Fuel Oil purchased as 

(4) 

3,400.60 

9,494.08 

12,953.98 

17,510.15 

Substitute fuel for customers (5) 
Adjusting Severence fc Gathering 

17,064.56 

53,644.47 

85,329.03 

82,309.34 

(10,396.64) 

Tax Accrual 

Elimination of Severence and 

(10) 

(391.96) 

(1,424.04) 

10,940.54 


Gathering Taxes account of rate 





reduction of United Gas Pipe 
Line Co. 

Amortization of amounts paid 
Laclede and St. Louis County 
Gas to obtain Scand by 

(16) 

(22,751.47) 

(51,503.19) 

(54,854.93) 

(14,786.99) 

i 

i 

facilities 

(18) 




5,314.43 



(459.61) 

12,053.50 

59,685.27 

82,402.56 

Other Operating Expenses 





93,988.93 

Increase in Labor Costs 
Company's portion of expenses 

(1) 

227,782.62 

207,759.44 

(24,213.13) 

159,578.00 

(39,025.31) 

(38,995.18) 

of fuel oil purchased 
Elimination of payments made 

(5) 

(7,832.27) 

(46,927.23) 

(40,807.37) 

(91,428.98) 

for past service annuities 
Amortization of cost of past 

(7) 

(51,845.41) 



23,980.54 

service annuities 

(8) 

23,980.54 

23,980.54 

23,980.54 

Reclassification adjustments 
Expenses incurred in 

O) 

(28,672.43) 

(2,747.26) 

(11,639.38) 

(41,552.57) 

1 

(4,700.43) 

reclassifying plant 
Amortization of expense of 

(11) 




11,578.48 

1 

reclassifying plant 

(12) 


11,578.48 

11,578.48 

To reverse credit for telephone 




i 

material purchased prior to 
1940 

(14) 



4,397.89 

2494 
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MISSISSIPPI 

RIVER FUEL CORPORATION 


Recapitulation of Adjustments 


Schedule I 
Entry 
No. 

1940 

1941 1942 

1943 

Other Operating Expenses (Cont’d) 

Payment to Laclede and St. Louis 

County Gas for placing equipment 
in readiness to supply Stand-by 
fuel (17) 


i 

i 

1 

$(26,572.16) 

i 

Total 

$163,413.05 

$157,791.46 $78,149.6 

js $(32,148.80) 

Depreciation and Amortization 

(110,754.41) 

(114,237.96)(112,615.Ofe) (114,175.10) 


luxes - Federal Income (3) 749,903.00 115,221.00 (736,531.4^) (1093,031.00) 


Taxes - Other (23,064.99) 1,840.53 (3,920.2fc) (10,262.16) 

Miscellaneous Non-Operating Income 
Refunds received from Aetna 
Life Insurance Co. for employees 
cancellations of retirement 

annuity policies (7) _ (1,739.35) (1,657.9^) (5,399.03) 

Income Deductions 
Adjusting Interest on Long Term 
Debt to interest rates now in 

effect. (19) (234.811.12) (48,677.34) _j_ 


Jotal Adjustments - 

Debit of (Credit) 


<(96,679.30) $(469,823.63)$( 1,071,667, 


94)1(1,325,198.01) 






MISSISSIPPI RIVER FUEL CORPORATION 
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I 


Adjustments to Gross Operating Deductions for 


years 1940, 

1941, 1942, 

and 1943 

| 


(Entry No. 1) 


i 



1940 

1941 

1942 

1943 

Increases to Labor Costs as 





follows: 





Gas Purchased Expense 





Operating Labor 

#2,218.66 

#1,842.18 

#5,275.28 

#2,448.37 

Maintenance of Structures 

• •• 


24.23 

.92 

Maintenance of Equipment 



17.14 

2.98 

Total Gas Purchased Labor 

#2,218.66 

#1,842.18 

1 

#5,316.65 

#2,452.27 

Transmission Expenses 





Operations 





Supervision and Engineering 

#4,249.79 

#1,223.36 

#(1,401.57) ! 

— 

Compressor Station Labor 

90,204.36 

91,835.00 

67,568.18 

#38,973.92 

Measuring and Regulating 





Station Labor 

11,430.21 

13,286.62 

3,099.45 

1,658.49 

Transmission Line Labor 

24,167.63 

22,392.81 

13,739.25 

8,142.42 

Transmission Yaps A Records 



(74.18) 

— 

Maintenance 





Supervision A Engineering 

— 

— 

3,563.98 

2,175.09 

Compressor Station Structures 

1,097.09 

1,008.45 

745.13 

272.46 

Measuring and Regulating 





Station Structures 

300.13 

87.40 

5.02 

15.03 

Other Transmission System 





Structures 

513.32 

2y.37 

782.23 

368.12 

Mains 

34,395.59 

20,778.35 

23,886.29 

11,038.62 

Compressor Station Equipment 

29,910.23 

28,209.38 

34,340.91 

22,648.12 

Measuring A Regulating Station 





Equipment 

597.50 

1,902.51 

1,864.68 

1,095.37 

Other Transmission System Equipment 

151.63 

— 

89.37 

45.13 

Total Transmission System Labor #197,017.48 

#180,981.25 #148.208.74 

#86,432.77 

Distribution Expenses 





Operations 




I 

Supervision and Engineering 

— 

— 

#(133.69) 


Miscellaneous Meter Expenses 

— 

— 

5.58 

#6.96 

ervices on Consumer's Premises 

#8,048.37 

#6,964.14 

1,148.74 

495.85 

.intenance 





Structures and Improvements 

— 

— 

76.91 

134.86 

Pumping and Regulating 





Equipment 

— 

— 

399.52 

482.24 

Meters 

2,933.87 

2,983.08 

1,931.56 

1,127-61 

Other Property on Consumer's Premises - 

— 

756.99 

176.63 

Total Distribution System Labor 

#10,982.24 

#9.947.22- 

#4.185.61 

1 

#2.424.15 


2496 
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MISSISSIPPI RIVER FUEL CORPORATION 
Adjustments to Gross Operating Deductions for 


years 1940, 

, 1941, 1942, 

and 1943 

I 

I 


(Entry No. 1 - Con 

'td.) 

i 



1940 

1941 

1942 

1943 

Customer's Accounting A Collecting 





Expense 



1 


Customer's Contracts and Orders 

— 

— 

#370.70 

#111.28 

Meter Reading 

#7,378.72 

#6,065.32 

5,837.97 

3,059.63 

Customer's Billing A Accounting 

6,376.53 

4,928.85 

984.60 

489.30 

Total Customer's Expense Labor 

#13,755.25 

#10,994.17 

#7,193.27 

#3,660.21 

Administrative A General Expenses 





Salaries General Officers A Executives — 

— 

— 

— 

Other General Office Salaries 

#1,537.37 

#1,203.04 

#(722.40) 

— 

Expenses General Officers 

— 

— 

261.58 

#259.16 

General Office Supplies A Expenses 

— 

— 

(619.71) 

— 

Special Legal Services 

178.39 

108.05 

— 

1 

Regulatory Commission Expenses 

— 

— 

— 


Injuries and Damages 

188.02 

932.36 

— 

723.31 

Miscellaneous General Expenses 

203.47 

574.97 

(1.08) 

— 

Maintenance 





Office Furniture A Equipment 

— 

— 

— 

1.00 

Communication Equipment 

2,116.95 

1,736.07 

992.09 

488.33 

Miscellaneous Property 

1,803.45 

1,282.31 

79.90 

— 

Total Admn. A General Labor 

#6,027.65 

#5,836.80 

#(9.62) 

#1,471.80 

Total Labor Increase 

#230,001.28 

#209,601.62 

#164,894.65 

| #96,441.20 


This adjustment is necessary to reflect in the expenses of year^ 1940 to 
1943 inclusive, the higher labor costs now being incurred by the Corporatijon. Due to 
the elimination of New York office Salaries and consequent increase in certain 

St. Louis officers' salaries together with a consequent increase in Special Services 

I 

no adjustment is made for officers' salary changes. All increased labor costs shown 
above have been approved by the War Labor Board or Treasury Department. j 
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MISSISSIPPI RIVER FUEL CORPORATION 

i 

Adjustments to Gross Operating Deductions for 
years 1940, 1941, 1942, and 1943 

(Entry No. 2) 

To adjust tax expense (other than Federal Income Tax) with the Taxes 


applicable to and actually paid for years 1940, 1941, and 1942 and the latest 
estimate of payments for year 1943. Details shown on Schedule G are summarized 


as follows: 


Year 

Actual Payments 

Less Charged 
Other Accts. 

Actual 

Tax Expense 

Tax Expense 
Booked 

i Total Debit 
or (Credit) 

1940 

$281,217.73 

$(2,777.07) 

$293,994.80 

$307,059.79 

$(23,064.99 

1941 

300,573.95 

119.97 

300,453.98 

298,613.45 

1,840.53 

1942 

316,441.92 

871.47 

315,570.45 

319,490.68 

(3,920.23) 

1943 

322,191.24 

4,730.81 

317,460.43 

327,722.59 

(10,262.16) 

Total 

$1,220,424.84 

$1.217.479.6611,217,479.66 $1,252,886.51 

$(35,406.85) 


(Entry No. 3) 


To adjust Federal Income Tax for years 1940-1943 inclusive to th|at amount 

i 


of tax which would have been payable upon a theoretical allowable return of G&i on 


a net investment rate base as 

shown in Company’s 

Exhibit No. 

and 1 

it the 

rates at present in effect. 

From Schedule F. 

1940 

1941 

1942 

1943 

Federal Income Tax charged 
to Expense on Books 

$293,000.00 

$615,000.00 

$1,427,672.46 t 

1,735,000.00 

Taxes as recalculated from 
Schedule F 

1.045.903.00 

730.221.00 

691,141.00 

636.969.00 

Increase of (Decrease) 




1 

in Expenses 

$747,903.00 

$115,221.00 $(736,531.46) $( 

1.098,031.00 


(Entry No. 4) 


Gas Purchased Expense $39,531.32 

Other Operating Revenues 

To transfer Credit for Severence and Gathering taxes billed to 


{$39,531*32 

i 

customers 


from operating expenses to revenue accounts. This is the same entry as Examiner’s 
entry No. 2, Schedule 20, of Conmi ssion's Exhibit No., 


2498 




9RS 


MISSISSIPPI RIVER FUEL CORPORATION 

Adjustments to Gross Operating Deductions for 
years 1940, 1941, 1942, and 1943 

(Entry No. 4 - Con'td.) 


Schedule I 


Customer 

Arkansas Power & Light Co. 
Arkansas Louisiana Gas Co. 
Missouri Natural Gas Co. 
Crossett Lumber Co. 

Total 


$686.61 

373.97 

352.87 

1,987.15 


4th quarter of 1942 included in 1943 costs 
Total per books 


892.07 

5,870.32 


$1,744.43 $2,570.86 

987.26 1,210.fe0 


1,087.43 

8,085.49 


$3,400.60 $9,494.08 $12,953.E 


$2,769.74 

1,194.60 

962.16 

8,756.16 

$13,682.66 


3,827.49 

17.510.15 


(Entry No. 5) 


Gas Purchased Expense 
Other Operating Revenues 
Operating Expenses ($769.2) 


$238,347.40 


$128,281.51 

110,065.89 


To record the Company's portion of expense incurred by customer's use 
of fuel oil in place of gas in purchases and sales accounts rather then in expense 


"Service on Consumer's Premises." This entry is the same as Examiners| Entry No. 3, 

/ 

Schedule 20 of Comission's Exhibit No, ' * I 


Cost of 


Year 


Cost of 

Equivalent 

Net Lcj 

ss 



Oil Used 

Gas 


1940 


$17,064.56 

$9,232.29 

$7,832.! 

27 

1941 


53,644.47 

29,431.34 

24,213.! 

13 

1942 


85,329.03 

46,303.72 

39,025.' 

31 

1943 


82,309.34 

43,314.16 

38,995. 

18 


Total 

$233,347.40 $128,281.51 

$110,065. 

89 


(Entry No. 6) 


Other Deferred Debits - Jan. 1, 1940 
Accounts Receivable, Standard Oil Co. 
Premiums Payable - Aetna Life Ins. Co. 


$239,805.|36 

19,318.23 


$259,123.59 


To record the liability assumod and unpaid at January 1, 194k), for purchase 
of employees' retirement annuities based on employees past service with Mississippi 
River Fuel Corporation and Mississippi River Engineers Company, and obligation of 


2499 
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MISSISSIPPI RIVER FUEL CORPORATION 

Adjustments to Gross Operating Deductions for 
years 1940, 1941, 1942, and 1943 

(Entry No. 6 - Con'td.) 

Standard Oil Company, New Jersey, to reimburse Mississippi River Fuol Corporation 


for payment of annuities based on employees past service with certain subsidiari 


es 


of Standard Oil Company (N.J.). 


(Entry No. 7) 


Premiums Payable - Aetna Life Insurance Co. 
Operating Expenses $800.21 (1941) 

Other Operating Expenses $800.22 
Accounts Receivable Standard Oil.Co. 
Miscellaneous Non-Operating Revenues 


$259,123.59 

$404.68 


| $231,413.67 
$19,318.23 
$8,796.37 


To charge the liability account with payments made for the purchase of 
employees' past service annuities and to record amount recovered from Standard Oil 
Co., and to credit refunds due to employee cancellations of retirement coverages to 
non-operating revenues for the years 1940, 1941, 1942, and 1943. 


(Entry No. 8) 


Operating Expenses $800.22 
Other Doferred Debits 


$95,922.16 


$95,922.16 

To credit the Deferred Annuity Cost and charge expense with amortization at 
l/lO each year of the deferred account referred to in Entry No. 6. 


The net credit to Expense resulting from the above entries will be as 


follows: 


Operating Expenses $800.22: 
as booked 
as adjusted 


1940 


1941 


1942 


1943 


$51,845.41 $47,331.91 $40,807.37 $91,428.98 
23,980.54 23,980.54 23,980.54 j 23,980.54 


Debit or (Credit) 


$(27,864.87) $(23,351.37)$(16,826.83) $(67,448.44) 


2500 
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MISSISSIPPI RIVER FUEL CORPORATION 

Adjustments to Gross Operating Deductions for 
years 1940, 1941, 1942, and 1943 


(Entry No. 9) 


Earned Surplus (1942) 
Operating Expenses 


#31,419.69 


#31,419.69 

To correct operating expense accounts for the years 1940 and 19^1. This 


entry is 

Vo. / 

the same as Examiner's Entry No. 6, Schedule No. 20 in 

Commissioi 

ys Exhibit 





Total 

Account 


1940 

1941 

Credit 

759.111 

Compressor Station Labor 

*(53.81) 


#( 53.81) 

759.122 

Measuring & Regulating Station 





Supplies and Expenses 

100.00 


100.00 

759.21 

Operation of Trans. Mains-Labor 

(28.81) 


(28.81) 

769.22 

Operation of Trans. Mains-Supplies 

124.45 


124.45 

762.1 

Maintenance of Mains 

(26,505.27) 

#235.82 

(26,269.45) 

762.21 

Maintenance of Comp. Sta. Equipment 

94.09 

(220.96) 

(126.87) 

7S3.2 

Transmission Rents 

(65.00) 


(65.00) 

773.4 

Maintenance of Meters 


(518.40) 

(518.40) 

793. 

General Office Supplies & Expenses 

(50.00) 

(13.90) 

(63.90) 

801. 

Miscellaneous General Expenses 

(3.25) 

(16.51) 

(19.76) 

302.3 

Maintenance of Communication Equipment 

(2,284.83) 

(2,213.31) 

(4,498.14) 


Total 

*(28,672.43) #(2,747.26) 

|*(31,419.69) 


(Entry No. 10) 


Earned Surplus, Jan. 1, 1940 
Gas Purchased Expense 


#1,272.10 


#1,272.10 

To adjust Gas Purchased Expenses for years 1940, 1941, 1942, and 1943 so as 
to reflect therein gas severance and gathering taxes paid rather than accruals made. 

1940 1941 1942 1943 


#68,887.71 #147,359.90 #144,554.06 #129,987.12 

68,495.75 145,935.86 155,494.60 j 119,590.48 

#(391.96) #(1,424.04) #10,940.54 ^(10,396.64) 

The foregoing adjustments for the years 1940, 1941 and 1942 are fche same as 

those made in Examiner's Entry No. 7, Schedule No. 20 in Commission’s Exhibit No._ 


Accruals made 
Payments made 

Debit or (Credit) Expense 


(Entry No. 11) 


*57,892.38 


Other Deferred Debits 
Operating Expenses 


#57,892.38 
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MISSISSIPPI RIVER FUEL CORPORATION 

Adjustments to Gross Operating Deductions for 
years 1940, J.941, 1942, and 1943 

(Entry No. 11 - Con'td.) 

To charge expenditures made in 1941, 1942, and 1943, all incurred in 


L 


Plant Reclassification, to Other Deferred Debits to be amortized over a five year 
period. This is same as Examiner's Entry No. 8, Schedule 20 of Commission's 


Exhibit No. 


/ 


1941 


1942 


1943 


791 

792.2 

793 


Other General Office Salaries 
Expanses General Office Employers 
General Office Supplies 

Total 


$(6,492.42) ' #(3,514.08) 

(5,146.96) | (1.186.35) 

_ $(41,552.57) _ 

$(11,639.38) $(41,552.57) <(4,700.43) 


(Entry No. 12) 


Operating Expenses 
Other Deferred Debits 


$34,735.44 


$34,735.44 

I 

To amortize to 1941, 1942, and 1943 expense one-fifth of total cost of Gas 
Plant Reclassification shown in Entry No. 11, Schedule 20, Commission's Exhibit 

No._ L _. 


1941 


1942 


1943 


Acct. 795 


Special Services 


$11,578.48 $11,578.44 $11,578.48 


(Entry No. 13) 


Other Gas Revenues (1942) 
Earned Surplus 


$25,000.00 I 


$25,000.00 

To transfer to latter account settlement made in 1942, with Ca^olcia Gas 
Manufacturers Co. This settlement represents a compromise of claim for njinimum 
charges against this Company arising from a disputed contract and is applicable to 
the period prior to 1940. Same as Examiner's Entry No. 10, Schedule 20, iCommission's 


Exhibit No.. 


/ 


(Entry No. 14) 


I 


$4,397.89 


Operating Expenses (802.3) 
Surplus Jan. 1, 1940 


$4,397.89 
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MISSISSIPPI RIVER FUEL CORPORATION 

Adjustments to Gross Operating Deductions for 
years 1940, 1941, 1942, and 1943 

(Entry No♦ 14 - Con'td.) 

To correct Entry .No. H-519 (1942). Adjustment of telephone Material. 
This is same as Examiner's Entry No. 11, Schedule 20, Commission's Exhibit 


No.. 


/ 


(Entry No. 15) 

To correct provisions for depreciation for years 1940, 1941, 1942, and 1943 

to conform with 3.50^ over all rates. This entry same as Examiner's E^itry No. 12, 

/ 

Schedule 20, Commission's Exhibit No. ' 

Depreciation Expense 

1940 1941 1942 1943 


Per Books 


>876.169.84 1902.099.72 *9061787.45 #917.374.77 


Per Examiner's Calculations 
Gas Plant in Service - Other 757,765.92 

Gas Plant in Service - Transportation 7,600.57 
Gas Plant Held for Future Use 38.94 


775,534.24 792,722.49 801,793.17 

12,288.57 1,418.07 1,380.72 

38.95 32.J6 25.78 


Total 

Difference - Adjustment 


*765,405.45 *787.861.76 *794.172.92 *803,199.67 

#(110,764.41)#(114,237.96)#(112,615.03)#(114,175.10) 


(Entry No. 16) 

To adjust cost of Gas Purchased from, and Severance and Gathering Taxes 
paid to United Gas Pipe Line Company during years 1940, 1941, 1942, and 1943 to 
price in effect under the present contract. 


Particulars 
M.C.F. Purchased 
Rhodessa Gas 
Monroe Gas 
Total 

Current Contraot Prices 
Rhodessa Gas (Average)* 
Monroe Gas 


1940 1941 1942 1943 

I 

*9,688,165. #11,025,018. #11,216,240. *12,099,846. 

5.187.612. 6.464,854. 7.000.588. 6.714.306. 

14,875,777. 17.489.872. 18.216,828. 18.814,152. 

6.3236/ 6.3236/ 6.3236/ 6.3236/ 

5.75 5.75 5.75 5.75 


* The present oontraot dated Maroh 29, 1943, effective April 1, 1943, specifies that 
the price of Rhodessa Gas is to be adjusted for the BTU content with a base pricf 
of 5.75/ per M.C.F. for gas oontaining 990 BTU per oubio foot. For the Contract 
period during 1943 the weighted average price was 6.3236/ per M.C.F. No record of 
BTU, corrected for moisture oontent, was kept by the Company prior to the effective 
date of this oontraot. 
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MISSISSIPPI RIVER FUEL CORPORATION 

Adjustments to Gross Operating Deductions for 
years 1940, 1941, 1942, and 1943 

(Entry No. 16 - Con'td.) 

1940 1941 


I 

] Schedule I 
Sheet 9 of 10 


1942 


1943 


Amounts based on Current Contract Price 


I 


Rhodessa Gas 
Monroe Gas 

Total 

Amounts recorded under former 
Contract prices 

Difference - debit or 
(credit) expense 
Severence A Gathering Taxes 

Total Credit to Expense 


$612,640.80 $697,178.04 $709,27045 $765,145.86 

298,237.69 371,729.11 402,533^81 33S,072.61 

910.928.49 1.068.907.15 1411.803.196 1,151.218.47 

1,180,736.46 1,387,715.75 1,444,113.186 1,239,806.13 


(259.807.97) (318,808.60)(332,309.I90) (88,587.66) 

(22,751.47) (51,50349) (54,854.193) (14,786.99) 

(292,559.44) (370,311.79)(337,164.83) (103,374.65) 


(Entry No. 17) 


Other Deferred Debits 
Operating Expenses (1943) #769-2 


$26,572.16 


$26,572.16 

To credit latter account and charge Deferred Debits to be amortized certain 
payments made to Laclede Gas Light Company and St. Louis County Gas Company during 
1943 for costs incurred by them in placing their equipment in readiness and train¬ 
ing personnel in order to supply oil gas at times of peak demand in th^ future. To 
be amortized over five year period. 


(Entry No. 18) 


Gas Purchased Expense Acct. #755-2 (1943) 
Other Deferred Debits 


$5,314.^3 


I $5,314.4.3 

To crodit latter account and charge Operating Expense with amortization 
of amount shown in Entry No. 17, one-fifth for year 1943. 


(Entry No. 19) 

To adjust Interest on Long Term Debt for years 1940 and 1941 'to interest 
rates applicable to years 1942 and 1943, in order that Net Earnings for all years 


may be on the same basis. 

) 

Interest as booked 
Interest as re-calculated 
Difference 


1940 


1941 


$449,781.12 $257,325.34 

214.970.00 208.648.00 

$(234,811.14) $(48,677.34) 
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MISSISSIPPI RIVEN rJSL CORPORATION 

Adjustments to Gross Operating Deductions for 
years 1940, 1941, 1942, and 1943 

(Entry No. 20) 


I 


To adjustf Gas Service Revenues for years 1940, 1941, and 1942 to the 


re-calculated revenues based on rates in effect at December 31, 1943, as sho 
Schedule D. 

1940 1941 1942 


wn on 


Actual Revenues as booked 
Revenuos as re-calculated 


$6,799,470.07 $8,184,838.05 *8,845,314.40^9,338,133.02 
7,155,924.43 8,419,179.50 8,833,524.96 <9,338,138.02 


1943 


$(356,454.36) $(234,341.45) $11,789.44 


I 


Debit or Credit Revenue 




<M)5 


I 


I 


EXHIBIT 26 


njanacB or tem ter al youjms or matsal qam sold n 
Mississippi saws, mll cogroRAiioi to utilitui rot all nmrosia, loo-mi 


TSAI 

emu urn. 

018 COMPAir 

ILLllOiS 
POUB CO. 

UXZOI KLiOTKC 
CO. or 4JLZ0I 

AMnAMtAM 

Loczsum 

QAM CO. 

AJKAKAS 

Pora 4 LW W 
C09F4.IT 

ttlSSOUftX 

IATCKAL 

941 CO. 

XI8S0QRZ 
IWC8TEUL 
QAM 00. 

UCtCfiS 

qas uam 

COAPAWt 

ST. LOO IS 
COO VI 

QAS CO. 

j 

OTAL 

1910 

111,479 



110,117 

199,411 

17,141 

10,404 



i 

88,554 

1911 

197,791 



199.114 

101,711 

41,990 

118,104 



1,137,496 

. >1 

140,942 



909,794 

190,197 

90,111 

864,491 

1,891,191 

647,744 

8,671,801 

1999 

190,991 



174,919 

191,911 

99,101 


1,799.196 

1,119,211 

4,926,019 

im 

99,994 



111,490 

190,014 

111,194 


1,997,199 

1,499,019 

5,9*9,010 

1BSI 

97,091 

147,991 


144,017 

490,990 

119,199 


1,499,990 

1,419,140 

6,694,549 

1 

IBM 

94,014 

109,171 


191,714 

909,999 

tlO c tOO 


4,999,100 

1,749,147 

6,2 

45,171 

1917 

77,104 

491,911 


111,997 

119,701 

111,491 


1,199,911 

1,699,991 

9.9 

*8.756 

IBM 

71,911 

917,411 


100,994 

111,014 

ni,i49 


8,129,179 

1,609,999 

4.6 


1919 

91,170 

191,110 


144,144 

179,491 

190,700 


1,194,100 

1.990,190 

9,9 

j>7,791 

10 


441,411 


849,411 

974,414 

890,741 


1,191,994 

1,909,189 

9,9 

u,m 

1941 


790,411 

84,411 

884,991 

994,114 

804,411 


4,779,111 

1,109,4a 

10,1 

41.419 

1941 


1,099,194 

107,904 

409,917 

911,701 

899,177 


7,049.140 

8,691,079 

12,544,006 

1941 


1,114,771 

116,411 

497,490 

1,199,141 

194,761 


9,171,147 

i.nr.ioi 

14,216,816 


1,449,499 

4,709,149 

140,149 

1,901,419 

7,490,142 

1,894,499 

969,990 

69,709,741 

ii,4a, n4 

104,6 

1 

61,836 


2580 
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EXHIBIT 27 


8A» SOLD *0 mIL It I > 8 tOjL II 81LI 

t X 




19 4 0 



19 4 1 



19 4 2 



19 4 3 



VOLUME 

MtfUfcS 

AV. price 

vounc 

RUVKMUE 

AT. PRICE 


RE7EJDK~ 

AV. PRICE ; 

VomMB 

ksfsfcl 

insss 

CONSUMER 

MCF. 

* 

*Akt 

MCF. 

♦ 

'/ter 

MCF. 

... * 

*/** __, 

MCF. 

1 

i/wat. 

Arkansas Louisiana Gas Co. 

| Doasstls 

| 226.419 

90.667.60 

40.00 

217.866 

99.294.91 

S841 

286.476 

69.646.06 

1 

66.17 | 

267,410 

96.999.26 

96.24 

i Cooasroial 

61.169 

8.722.86 

26.02 

91.688 

6.709.96 

27.46 

*4,iee 

12.207.54 

26.44 ! 

64.064 

14.162.76 

26.20 

i Industrial 

86.764 

14,290.38 

16.66 

86.866 

14,132.11 

16.66 

99.636 

17.424.17 

17.64 | 

190.600 

22 ,220.01 

17.06 

Uaaooouatsd tor Gas 

! 6.626 
hhstot 

1.989.0* 

61.46 

1.607 

260.20 

16.67 

6.840 

2.400.59 

27.16 ! 

16.676 

4,289.13 

HBWt.ll 

27.96 

Total 

ll6.5W.89 


334.999 

lde.3B7.6lt 

si. a 


111,878.36 

10.74 

HmR 

"ITB 


Arkansas Pot A U|)A Co. 













D—tls 

| 668.146 

142, 212.88 

59.71 

344,248 

136,886.14 

38.71 

417,2*9 

166,994.48 

37.83 i 

461,236 

164,993.80 

34.04 

Casasroial 

109,627 

23,000.67 

21.00 

100,323 

21,067.83 

21.00 

109,694 

25,035.74 

21.00 I 

110,646 

23,118.27 

ao.ii 

Industrial 

174.078 

27,562.00 

18.94 

120.197 

21,598.27 

17.97 

361,647 

65.S20.61 

15.36 1 

630,521 

79,876.08 

15.04 

Unaoeouritad tor Gas 

34.876 

5^580.00 

16.00 

51,368 

6.018.86 

16.00 

46.215 

7.234.40 

16.00 i 

36.240 

5.798.40 

18^)0 

Total 

474,621 

198,645.55 

is.is 

t>96,lS 

154,583.12 

ioM 

Mi.TbS 

242,785.43 

28.00 | 

1.1U.5U 

3537753733 

23.34 

Missouri Natural 3as Co. 













Poasrtio 

269.236 

106,262.66 

39.46 

255,651 

101,659.86 

39.7T 

290,694 

102,851.14 

35.38 j 

320,306 

108,903.70 

34.00 

Connsroial 

46.300 

13,690.00 

30.00 

42,749 

12,824.70 

30.00 

61,440 

15,432.06 

30.00 

56,263 

16.878.90 

30.00 

Industrial 

3,976 

1,395.06 

36.06 

5,070 

1,126.66 

36.70 

3,142 

1,145.36 

36.46 ! 

3,021 

1,091.61 

34.13 

Pnaooourtad tor Gas 

12.236 

4,627.26 

37.82 

4.989 

1.899.78 

38.17 

14,001 

5.066.19 

36.11 

9.194 

3.106.70 

33.79 

Total 

360.745 

125,862^4 

is.otf 

ioa'iSS 

Iit,5io.M 

“SOT 


T5C3SITK 

44.4JT ! 

-3557755 

129.980751 

13711 

Laolsds Gas Li^ixt Co. 













Mixing and Unfg. 

2,573,175 

514.S75.T5 

25*88 

3,622,229 

669,262.73 

24.66 

4,043,803 

1,008,061.98 

24.95 

4,406,838 

1,116,311.80 

25.51 

lad. Basal# 

2.619.715 

484.731.86 

16.50 

2.156.906 

474.579.39 

22.00 

3,005.737 

648.271.08 

21.67 

3.767.609 

819.140.70 

21.74 

Total 

5,192,896 

1,099.307.61 

TEXT 

OWjltt 

1,463,862.12 

23.60 

7,649,s4o 

1,656,333.64 

23.86 

■firaisiT 

1,434,4400 

Urnii 

St. Louis County Gas Co. 












9 

jllziag 

2,157,534 

607,558.66 

27. T7 

2,188,498 

601,385.12 

27.48 

2,447,019 

662,023.44 

27.66 

2,676,780 

718,811.24 

27.87 

Bollsrs 

i 116.726 

16.044.26 

13.00 

120.147 

15,619.11 

13.00 

128,059 

16,647.67 

13.00 

1 138,620 

18,008.64 

15.00 

Total 

2,403,36? 

422,602.81 

2T.64 

2,308,646 

617,004.23 


2,565,07^ 

BmO 

"aft.ViT 

S.TI7.S35 

IBltBTR 

TO 

Illinois Possr Co. 













Doss Stic 




s 463,584 

122,961.06 

26.62 

1,002,909 

285,829.10 

28.80 

! 1,011,268 

288,208.55 

28.80 

Ind. Rssals 




♦ 297.041 

60.245.02 

20.28 

86,376 

19.866.25 

23.00 

205,616 

46.808.46 

23.00 

Total 

! 663.612 

U2.l04.47 

21.41' 

756,625 

UJ, 206.48 

24.09 

1.089.&4 

306.695.4* 

44.64 

l.iU.TFT 

335,617.56 

“1773? 

Union E Isotrio Co. ot Alton 













Doasetio 




96,266 

10,535.82 

28.60 

107,154 

30,536.92 

28.60 

116,033 

35,069.42 

28.60 

Company Has 




166 

38.18 

23.00 

660 

149.60 

23.00 

580 

133.40 

23.00 

Total 

0 

6 


3o,432 

T 6 .tf 4.06 

is.iy 

lowest 

30,688.42 

28.4f 

118.815 

33, 202.82 

28.47 

TOTAL 

9,516,869 

2,304,093.81 

24.21 

10.122.419 

2,682,728.22 

25.51 

12,644,505 

3,190,536.60 

25.36 

! 14,236,816 

5,674,330.74 

25.11 


• Tbm Split-up bstm Doanti* and Industrial f roa 1/1 to 7/16 - Estiaatsd on basin of last *4 Months usss, tor Illinois For Co. 
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EXHIBIT 28 


CS8IS8IFPI OTIS FUEL COSPCRATICV 

COMPARATIVE STATXKEXT OF IATUEAL QAS SALES II MCF FOR THE FIRST FIVE 
MOFTHS H 1945 All) 1944 AT CONTRACT PRESSURE BASES 


Fira 

Istarrupt 1 
- lad'I 

Utilities 

Sccaes-tic 

Ccra‘1 

Zod’l.-Flra 
Ind’l-Intorr. 
Unaccounted For 

?01*-Uti1iti•* 

Lacl*a» G«a Lt. 
Kixing 

*ur.d$rfi ring 
J.ad ’ 1-Flrs» 
lad' 1-Iirtt>rrupt, 

Tc-tala-Luc .Gao Lt. 

3t* L4«i3 County 
fixing 
•Jatarr. 

?ctoCounty 
Tot*1-All Utilitie* 
fotal-All 


January February larch April ley Total* 

1943 _ 1944 1949_ 1944 1948 1944 1943 1944 1943 _ 1944 1943 _ 1944 


1,438,763 

1,476,038 

1,312,506 

1,360,272 

1,602*529 

1,599,344 

1,438,962 

1,456,333 

1,384,793 

1,430,887 

7,177,55' 

f 

7,321,874 

1,038,435 

932,392 

1,064,435 

939,341 

985,887 

925,179 

1,240,130 

1,119,524 

1,320,342 

1,131.077 

5,669,221 

s 

5,047,618 

2,497,200 

2,408,430 

2,376,943 

2,299,618 

2,538*416 

2,524,623 

2,679,092 

2,674,857 

2.706,136 

2,561,964 

12,846.781 

1 

l 

12,369,387 

270,906 

309,692 

249,614 

256,007 

268,506 

242,261 

187,441 

209,481 

147,089 

166,569 

1,113,751 

i 

1,171,710 

36,388 

41,116 

52,506 

38,255 

38*931 

28,610 

20,692 

28,282 

9,966 

11,610 

132,48! 


157.872 

33,280 

52,046 

32,384 

46,868 

36,196 

44,974 

37,836 

43,490 

32.876 

29,782 

172.57! 

l 

216,158 

20,419 

43,663 

29,718 

82,623 

30*024 

27,741 

37,367 

82,224 

32,521 

27,854 

150,04! 

9 

164,126 

2,$83 

10,506 

13,961 

11,615 

3,(179 

4,485 

1,105 

135 

2,962 

4,790 

12,15- 


31,531 

357,312 

♦36,941 

358,383 

378,368 

356,478 

348.071 

284,441 

308,612 

225,405 

229,406 

1,581,01 

I 

r 

1,721,397 

467,482 

496,043 

390,815 

447,604 

444*247 

474,800 

343,846 

382,237 

504,426 

298,311 

1,960,6H 

l 

2,097,796 

63,439 

35,627 

34,046 

49,098 

36*676 

52,926 

14,403 

31,467 

7,826 

10,099 

146,40 

8 

199.217 

294,342 

334,601 

252,139 

518,426 

320,446 

314,847 

283,006 

231.467 

230,246 

216,901 

1,392,18 

• 

1,412.732 

33,102 

32,357 

29,815 

29,759 

34,570 

29,063 

29,313 

21,860 

27,726 

22,141 

184,72 

6 

i 

135,190 

848,392 

917,528 

715,615 

841,487 

835,958 

871,466 

672,747 

667, on 

570,223 

547,452 

3,643,93 

js 

8,844,934 

357,208 

543.862 

279,707 

301,574 

805*525 

309,667 

196.163 

214,483 

150,091 

149,667 

1,298,694 

1,318,963 

16,186 

15,917 

14,435 

14,033 

16,943 

13,697 

11,307 

11,064 

9,350 

8,496 

68,44 

o 

63,22? 

383,393 

359,579 

294,160 

815,407 

322*470 

823,264 

207,670 

225.567 

159,441 

156,163 

1,367,134 

1,382,180 

1,689,097 

1,734,048 

1,369,158 

1,585,462 

1,518,886 

1,542,781 

1,164,878 

1,201,190 

955,067 

936,020 

6,592,08 

6 

6,948,611 

4,065,297 

4,142,478 

3,746,101 

3,835.076 

4,102*302 

4,067,314 

3,843,9*0 

3,776,047 

3,660,202 

5,496,984 

19.438.87 

P 

19,317,898 


* -sat i,t. Underfiring A St. Loui* County Qas Boilar* now being oarriad as Induatriala for Conavaiption* 
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Fag* 


1 


or 3 


STATEHMIT OF GAS PURCHASES BY CUSTOM™ 
PUR I1IO TEST YI^K. VOLUME IN U. C. P. 


PURCHASER 


FIRM 


Mlaaourl 


Alpha Portland Canant Co. 

Blaokmar k Poat Pipe Co. 

Gian Park Olanooe Lina Co. 

Hydraulic Praia Brick Co. 54*000 

Laolada Chrlaty Clay Producta Co. 979,000 

«t f| * |« «f 


Laolede Gaa Light Co. 249*180 

Mlaaourl Rolling Hill Co. 133*600 

National Bearing Uetala Corp. 173*000 

National Lead Co.(St.L.L&O.Co.) 44*000 

" ■ (Titaniua) 

Pldgeon Vitrified China Co. 14*800 

Plttaburgh Plata Glaaa Co. 1*187*000 

«« n « vi 


Robertson Aircraft Co. 19*700 

Scull in Staal Co. 667*000 

It «t tl 


St. Joaaph Wad Co. 277*000 
St. Louia Car Co. 23*700 
St. Louia County Gaa Co. 

St. Louia Malleable Caatlnga Co. 24*700 
St. Louia Screw k Bolt Co. 64*300 
Wlnkla * A arra Cotta Co. 11.900 


3*922*780 


INTERRUPTIBLE 

i 

297*000 

64*000 

89,000 


64*000 


839,6 
297*0(^0 
1,340*000 
133*600 


3*114,000 


Total Xlaaourl Pirn Gaa 
Total Mlaaourl Zntarruptlbla Gaa 
Total Mlaaourl Gaa 


3*922*780 

3*114.000 

7*036,700 
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STATEMENT 0? OAS PURCHASES BK CUSTOMERS 
DURinq TEST YEAH. VCHIME IK M. C. ?. 


PURCHASER 


Arkansas 


Crossett Lumber Co* 
Illinois 


Alton 3ox Board Co* 

Align in urn Ore Co. 

American Steel Foundries 
American Zinc of Illinois 

* H « *» 

General Ciieaioal Co. 

General Steel Castings Corp. 

*• •• ■ H 

Granite City i>teel Co* 

n n ft n 

Illinois Terminal H*i(* Co. 

Key Company 
Laclede Steel Co. 

Laolede Power :t Light Co. 
Lewin Huthes Corp. 

• r n 

Geo. b. Uepham Corp. 

Monsanto Ciienical C 0 . 

Rational -naxa. k Stamping Co* 

ft I* ft ft N 

National Lead Co. 

Cboar Neater Class Co. 

»' I* r »» 

Owens Illinois ‘'lass Co. 

** *• W w 

Sooony Vacuum Ml Co. 

Standard Steel -pring Co. 
Union Starch <x i,efining Co. 

r * » a a 

Western Cartridge Co. 


FIRM 


1.483.000 


395.600 

396.600 

89,000 

642.800 

1,216,000 

1,900 

74,200 

396,600 

t 

286.800 

49,400 

296,700 

93,900 

30,000 

1,231,000 


3,263,000 

1,000 

133,400 

61,000 

434.600 

9,147,300 


Total Illinois Fir* Gas 9,147,300 

Total Illinois Interruptible «as - 7,330,100 


1000 

Page 2 of 3* 


INTERRUPTIBLE 


741.700 
1,079,000 

469.700 

| 

1,126,000 

1,700,000 

74,000 

j 

148,000 

409.700 
494,000 

140,000 

I 

7,330,100 

i 

i 

259 ^ 


Total Illinois Gas 


16,477,400 







T 



Page 5 or 


3 


STATEMENT OK GAS ?URC NASHS ?>Y 
c'JsioV.'-V'Z W' ?: "V ••• am. 

-(Volume -bjM.C.P.)- 


PURCHASER 

Utilities 

Arkansas 7,oti±aiana Gaa Co. 

Ar loans as Power ft Light Co. 
Illlnola Powor Company 
Iao lade Gaa Ll.;ht Company 
Missouri Not oral Gaa Company 
St. Loula County Gaa Company 
Union Electrie Co. of Alton 

Total All Utility Gaa Salea 
for Roaale and Mixing 


VOLUME! 


438,000 
1 , 088,000 
1 , 152,000 
6 , 672,820 
400,000 
2 , 670 , 00 c | 
148.300 

12 , 569,120 


Total All System Gas 


37 , 566,300 


2595 




I 




H ){)2 

i 


Estimated Industrial Sales and Sales to 
Utilities also Estimated Revenues on Current Sates 

as of Dee. SI. 1945 


Volume 

Rate Per 

| 


MCF 

IfCF 

Revenue 

Industrial Firm 

15070080 If 

ft 23.34/ 

3,060,557.00 

Intarruptible 

10444100 U 

• 15.32/ 

1,600,036.00 

Totals 

23514180 If 

ft 19.78/ 

4,6^0,593.00 

Crossett Lumber Company 

1483000 M 

ft 06.05/ 

i 

i 

89,721.50 

To Utilities for Resale 




Arkansas Power A Light Finn 

788000 U 

ft 34.00/ 

267,920.00 

Interr. 

300000 If 

ft 14.16/ 

42,480.00 

Totals 

1088000 If 

28.55/ 

310,400.00 

Arkansas Louisiana Gas Firm 

408000 M 

ft 34.00/ 

li8,720.00 

Interr. 

30000 If 

ft 15.51/ 

14,593.00 

Totals 

438000 If 

32.72/ 

145,313.00 

Mo. Natural Gas Firm 

400000 If 

ft 34.00/ 

156,000.00 

Intorr. 

0 



St. Louis County Gas Fim 

2670000 U 

ft 28.51/ 

765,877.00 

Interr. 

0 Jf 



Laolede Gas Lt. Firm 

6423610 If 

ft 24.29/ 

1,560,295.00 

Interr. 

249210 If 

ft 15.17/ 

67,805.00 
~ ■ 1 T - 

Totals 

6672820 If 

23.95/ 

1,598,100.00 

Illinois Power Co. Firm 

1152000 M 

ft 27.89/ 

32il.293.00 

Interr. 

0 If 


I 

I 

Union Eleo. of Ill. Firm 

148300 U 

ft 28.79 

42,696.00 

Interr. 

0 


j 

Totals 

37566300 If 

21.42 

8,047,993.50 

Summary 




Firm Gas 



1 

Direot 

13070080 M 

25.54/ 

3,056,657.00 

Resale 

11989910 If 

26.68/ 

3.22R.801.00 

Totals 

25059990 If 

26.03/ 

6,273*558.00 

1 

Interruptible 




Direot 

10444100 If 

16.52/ 

1,600,056.00 

Resale 

679210 If 

14.65/ 

84,878.00 

Totals 

11023510 If 

15.29/ 

' ' 1 

1,684,914.00 

Crossett 

1483000 M 

06.05/ 

89/721*50 


8,047,995.50 


I 

2596 

i 


37666500 U 


21.42/ 




I 

t 

I 

! 

Ip03 

[2669] Exhibit No. 37 j 

Mississippi River Fuel Corporation 

Calculation of Net Plant, Working Capital and Rate of 

Return for a Test Year 

[2670] Written Statement 

This exhibit shows the return on Net Plant as estimated 
for the year 1944 at a theoretical 6 1 / 4% rate of return. ! 

Description of Schedules j 

A. This Schedule shows the estimate of gross plant! at 
December 31, 1944. Construction is assumed to be jail 
closed to investment during the year and no balance left in 
“Construction Work in Progress” at December 31, 1944. 
Depreciation provision is calculated on the average gross 
plant for the year 1944 and reserve charges per books as 
of May 31,1944, are deducted. 

B. This Schedule shows working capital calculated by 
the same method shown on page 42 of Commission’s Ex¬ 
hibit No. 1, except that $200,000. is added for emergency 
capital to cover this immediate need for cash at times when 
the line is washed out by floods. 

C. This Schedule shows balance in Construction Work 
in Progress Account at December 31, 1944, actual addi¬ 
tions per books for the first four months of 1944 and esti¬ 
mated further construction costs for that year. The last 
column of this statement will not agree with the detailed 
Schedule of Proposed Additions to Plant for year 1944 
shown in Company’s Exhibit No. — because of the pro¬ 
posed additions there shown certain expenditures have been 
made before April 30, 1944 and are shown in the secpnd 
column of this Schedule. 

[2671] D. This Schedule shows the results of retirement 
work orders closed before May 31, 1944 and balance in 
Retirement Work in Progress as of that date. No esti¬ 
mate is made for additional retirement work during 1$44 
for the only two retirements now contemplated, namely 
(1) A Section of 16" St. Louis Branch Line on Mackenzie 

62—9181 


i 



1004 


Road and (2) Mufflers at Crossett Station, will have no 
salvage and will not affect the rate base. 

F. This shows the amount of Net Income necessary be¬ 
fore Federal Income Taxes in order to produce the requi¬ 
site Net Income after Federal Income Taxes so that the 
Company will have the 6M>% return shown on Schedule A. 
Federal Income Tax rates in force during 1944 are used, 
giving full effect to Relief under Section 735 of the 1943 
Tax Act but giving no effect to a problematical applica¬ 
tion for Relief under Section 722, which has not yet been 
reviewed by the Bureau of Internal Revenue. 




SCHEDULE 


MISSISSIPPI RIVIK FUEL CCRPCfLiTION 


Calculations of Hate Base far Test Year 



Balance 

at 

Deo. 31. 1943 

Additions 

During 

1944 

Retirements 

During 

1944 

Balance 

Gas Plant 





Gas Plant in Service $23,009,939.89 
Gas Plant Held far 

Future Use. 736*53 

Incomplete Construction 235.449*34 

$ 611,087,08 

( 235.449.54) 

$151,031.66 

$23,469,995.25 

730.53 

TOTAL 

$23,246,125.76 

$ 375.637.68 

§151.031,66 

^470.731.78 

Depreciation Reserved 





Gas Plant in Service 
Gae Plant Held for 
Future Use 
Retirement 7/ork in 
Progress 

$ 9,796,215.55 

480.96 

. 15.964*01 

$ 813,398.36 

25.77 

§120,251.93 

14.367.35 

$10,409,362.42 

506.73 

1.096.66 

§ 9.812.660.52 

$ 813.424*63 

$134,619.34 

$10,491,465.81 

Ret Plant 

Working Capitol 




$12,979,265.97 

660.000.00 

SUB-TOTAL 




$13,639,265.97 

Deduct? Contributions 
in *d.d of Construction 



150.846.34 

Ret Investment 




$13,488,419.63 

Return •• 6-1/2/i on Net 
Investment 




$ 076,747.28 
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SCHEDULE 


MISSISSIPPI RIVER FUEL CORPORATION 
Calculation of Working Capital for Test Year 

Operating Expenses excluding Depreciation and Taxes 
Deduct t 

Gas Purchased 2,864,602 

Fuel Oil Purchased - - - 

Severance & Gathering Taxes 84.750 

Operating Expenses after Above Deductions 
45/560 of Above 

Balance in Ikiterialo and Supplies on Deo. 31, 1943 

TOTAL 

Say 

Y/arking Capital to cover emergency repairs and river 
crossing breaks 

TOTAL YiCRKING CL JPITAL 


4,346,055 

&t&a 

1.396.643 

174,580 

303 ^ 177 . 

457.757 

460,000 

200.000 

650,000 
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Ktssxsaxm river fuel 

Additions to Hon! during IMS 


lot 2 


Qonetruetion Sark in ftvgrosa 

Iktlftnoe 

at 

qg/ai/te 

< additions 
to 

Ji/SP/ti. 

Koti:ivtod 

/Editions 

In 1M4, 

Cojwtruetlun of 6 - 10" linos fron point 
in /xlcansns Hirer to now header on north 
oldo of Tricon*as mtvr 

104,480*14 

16*600*37 


Install 22" x 20" fabricated Fixings in 

Uoln Lins for Bigger* station Auction lino 
oocjDoatloau 

5*304*69 



Ssloostlan of approadmatsly 10 Q 0 # of 16" 
pips in St# louls Bruneh line on ikiaksnsds 

11,663.03 

7#054*70 


Installing ROC 1 of 06 " Split Casing on 
<*lton tins under 'vlton ft Southern Railroad 
Co# at Dari* Yard# 

4,742.86 

1#097*19 


Install 22* x SO" fabricated Flange Tee in 
Ualn line far Tsolr* Milo station Sustian 
eenneetlan# 

8,406*56 



Changes in Ouotioa iice piping at Diggers 
fetation due to roacwul of far?o-cfteol fit* 
tings at Main line for Suotlon line# 

1,300.03 



Install SO" dosing over 4 multiple linos 
at sent approach to Xeffereoa Bprraaks 
Bridge# 

8,800.66 

520.35 


Oowrtrustiest of water treating plant for 
treetueat of water used at dwellings at 

Vest Folftt Station# 

1,866.37 



Installation of regulator end aster station 
on line ***104# 

1#540*59 



Installation of apprcwrlnatsiy SOO 9 of 4* 
pipe in line /»*fta# 

1|980#26 

72.19 


MUssllsnsow eonstrustloa work orders 

6#005*04 

3,166.60 

r /> / 

r- i, •. V-- 

itorrille station ibttenslen 

FerrywilLs ;4r Filters 

OroMett ir Filters 

Ferryrille starting Air storage 
^trrjnrille Boiler deter Softener 

Ferryrille Eleotrie Generator 

(Wv*g#44 


6,943.13 

338.63 

-TA-Aft-- 

" 257#004#07 
0*000*00 
1*700*00 
74*58 
460*00 
24*006.00 

—--a ieo3~Art 

Orossett* ohavrlll fc Huskies *ir storage 


JU3*W 

520*89 

329.11 
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i aami aivm rax ooRPCRiTicN 


/additions to VXjuuX during 1943 


ShMt ft of A 


floluivoo /iddltlowi 

Construction Vcrk la XVogrsst at to 

_2SALABL 

KJoctrol^olo tiark 70*9G 

Dpi? I'arth of aisoara station 
Bri;> IJorUt of ?>*lv* raid Station 
Sorubbor at atom Box Board Go# 

Qffico rixrcUtur# I^arcbnoed 1*441*06 

General Tool# X\ro ,u>od 118*07 

Tola^aooo .additions 1*064*90 

yaUrloatlaa at 34" Oil Goparr.top to recwre 

oil C?m gas# 538*41 

Installing 4*5" Drosoer Couplings In 
t'-ain '..ater BrULn Lines of engines at 

TtiolY* ills station# 109*92 

Inotiilliition of 34 n Oil Bepuratcr la lino 

,vio. ira.74 

Overhead tolephone arossinc at *Mte Hirer* 

-rkmeus# 133*15 

lire huso of and liiSt-llatlan of one 20 HP 

ootar at X'orryrlllo Station* 173*70 

Construction of j^rarinately 6000* of 8" 

Mater Line at i'erryrille station* 93*30 

Installation of 40 1 of 36 u Casing under 
,J.ton &• Joutharu 'fmalo? south of Gtute 6t*# 

£. 3t* Louis# Illinois* 1.399,60 


KstimUd 

Additions 

fa 1944 

84*921*03 

17*830.00 

17,039.00 

1*790*00 


TufcXS 0330*449*34*41*968.37 0 333*669*41 
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499*965*1 $) VtfV */S ** 
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MISSISSIPPI HIV2K FtEL COBP02ITIGII 




SCHEDULE 


MIS3I33IPPI RIVER FUEL COflPOI^TICN 

Calculation of Federal Income Tax Payable on a Theoretical 
Allowable return of 6-1/2# on a Net Investment Kate Base for 
a Teat Year, Baaed on Federal Income Tax Hate a in effeot in 

1944 . 


luCF Sold in Tout Year 
Normal Output in Base Period 

Excess Output 

Net Income before Federal Income Tuxoc 

Not Income os above divided by 1IGF sold ■ Unit Net Income 

1/2 'Unit Net Income multiplied by Excess Output equala Section 
735 Relief 

Net Income before Federal Inoome Taxes 

less - 3eotion 735 Relief 121,831 

Credit for Baoe i'eriod Net Incan© 950,793 

- Specific Exemption 10, >000 

Income Subject to Excess Profits Tax 

Excess Profits Tax w 95# 

Lese-Post War Credit 

Net Excess Profits Tax 

Net Inoome before Federal Income Tax 

less- Income Subject to Excess Profits Tax 

Income Subject to Normal and Surtax 

Normal & Surtax 40# 

Excess Profits Tax (as above) 

Total Federal Inoome Tax Payable 

Income before Federal Income Tux 
Less Federal Income Tax os above 

adds Interest an Long Term Debt (1944) 

Return <+ 6-1/2# as shewn on Sohedul e 


37,560,300 

1,442,151 

*0383393 

1,442,151 

^090 

351,527 

333,930 

,_ 

^£QQ±m 

1,442,151 

351,527 

436,249 

. m*m 

1,442,131 

736.804 

705,347 

_ m*m 

876,747 
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0-462 


O. UOHi-UR.TION 

Jiffareneoe 3etween proposed adjusting entries by 
Commission*» Cxaniiners and ly Corapstiy Affecting ifet Income 


Sheet 1 of 3 


Part leu la re 

Company entry j'l - Adjustment 
of labor costs 
Examiners - no entry 
difference 

Company .ntry *£ - Adjusted 
Taxer - Other - Per Company 
examiners ..ntri es »'l 
Adjusted Taxes - Other 
difference 

company entry *-3 - Adjusted 

Federal I no ewe Tax - Per Cosq5any 
Per examiners (-x. 2, cx. 3) 
difference 

Company Antry ,/4 - Adjustment of 
ceverance end Go tiering Taxes 
i«r examiners - entry jV 2" 
difference 

Company’s intry ,/5 

Transfer of lose- on fuel oil 
i er company 

ier examiners Antry y3 
uifference 

ocp<ipanr*s entries *6 and y7 do not 
afreet net operating revenues - 
but set up tne payments for past 
service annuities in x ther Defer: 
jooits to be amortized over 1C y< 
examiners :„r:tr.. „-4 

Company's intry ,.8 - Anurtizntioa 
of past service prc.niurris 
i’«r examiners - ..ntry *5 
difference 

FEDERAL JruWift 


Year 


-1955- 

1641- 

— ms — 

-1955- 

. 230,001.23 

^209,601.62 

.164,894.65 

i 96,441.20 

” , ES6'."Mr.'S3 

vSOS.dOl^GS 

“150905 

£ 96.441*20 

233,994.30 

300,455.98 

315,570.45 

317,460*43 

275.362. 91 

300.755.12 

302.321.38 

327.722*59 

57T3T75T 

1 361.14) 

15.249.69 

( 10.262.16) 

1,045,903. CO 

730,221.00 

691,141.00 

636,969.00" 


- 

371.852.00 

366.403* 64 * 

- 

- 

■Sl'STSBS'.O'O 

£Vc , bbb. ^6' 

3,400.60 

9,494.08 

12,953.98 

13,682* 66 

3.400.60 

9.494*00 

12.953.98 

13.682.66 

- 

- 

- 

- 

7,8326 27 

24,213.13 

39,025.31 

38,993.18 

7.832* 27 

24.213.13 

39.025.31 

38.995.18 

- 

- 

— 


A 

trs - 

23,980.54 

23,980.54 

23,980.54 

mm 

23,980*54 

£3.986.54 

£3,530.^4 

“T5T9SC75I 

&3.tt8b*&4 


Dod»t Na 

Hearing Ex:. No.. 

Date I&trodoced ... 


FEOEML 

tx: * ■ : o. 


*-rrr+ *A 


PATE IDKNTJrl^D 


Czj£2zJZJ4- . 


EXHIBIT 39 
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Gheet 2 of 




i 

dju; tsiantn \ffectlrv: fear 


Partlculars 

1S 40 

rS4l 

1942 

JL ~ -.o 

Company’s f.ntry -.9 - Adjustment 
of expeneos on account of 
plant reclacaiflcatloa 
^xa liner’s :~ntry . 6 

£3,572.43 

28.572.43 

2,747.26 

£,747.26 

- 

•• 

difference 

- U- 

-0 

-6 - 

- , .... 

Company’s ;„ntry ..10 - Adjustment 
of severance and gathering 
taxes to payments 

Adjusted t&xec per Company 
w per .examiner's 

..ntry , 7 

63.405.75 

63.495.75 

145 ,935. 36 

145,935.86 

155.454.60 

155.494.60 

* ic ♦- - 
*«■*•*• 

') 1 C “ f. i . ■ 

•+* J*. iv » ' * «* 

JifTerence 


-0-* 



Company's entry -11 eta up 
cost of plant study 
ler Cxas iaer* s -ntry *3 


! 11,039.3-3) ( 
\ 11,030.38)( 

41.852.57) 

41.552.57) 

{ .4/7 

V ^ a ' ' •' 

difference 



-O- 


Company’s entry 12 - &mertizad 
cost of plant study 
fer examine: ’s 9 


11,573.48 

11,573.48 

11.573.48 

11.578.48 

x\./r ■ •/ 

differ one e 

-T- 

— d— 

— 


Coaipany' s -;d j u c tueat 13 

Cahokin -cttlo ent 
ter ..xomiaer’s 10 



£5,000.00 
£5, /JO. 00 


Jiffcrence 

-v- 

-0- 

/ » 

** v/ *""■ 


Company's ntry .14 

Telephone Materials 
i'er xanincc ' u 11 



( 4,397.89j 
( 4,397.89} 


Jif Terence 

— 

— O— 

-O- 

- d~ 

Com pa c;y’ s i.ntry .lb 
depreciation expense adjusted 
i- er ..xauincr ’ . lb 

765 , 405. 4o 
765 , 405.43 

737.361.76 

787.361.76 

794,172.92 
794,172. 90 

303, xb';. ■/. 

{’:./= } c-' fi. 7 

Jifference 

- o— 

-c- 

-C- 

~ 0 - 




i 


i 


i 
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MISSISSIPPI RIVKR AJSL CGRPjRATIuN 


Sheet 3 of 3 



Particulars 

Cast party 9 # .xitry </16 - Adjustment 
of oa*b of gas purchased froa 
United Gee ripe Line Caapsny 
Per Examiner 9 * Lch.8. Lx* 3 
difference 


c ?S$3iU; 0 .. 

and St. Lou la Lounty Gas 

Per ..xft&iner 
difference 


Company* e ~ntry „18 
Amortization of xayaenta 
to Laclede end ot, Louis county 
on 5-year basis 

x er Lxaainer 
difference 

Company 9 e entry .19 - Adjustment 
of Interest on Notes payable 

Per examiner 
difference 


Company 9 s Lntry ^20 - Adjustment 
of revenues to sales contract 
pricers in effect in 1943 
Per examiner 
Oifferenee 


ms — 

- mi — 

-I7T5- 

I$4S 

v 29£,559*44 
297.752* 29 

.370,311.78 

376.221.20 

387,164* 83 
397.836.42 

.103,374.65 

105,107.87 

( 3.142*83)( 3.509*41) 

TTff.wr.Tss y 

T 1.733.22] 




( £6,672.16) 

( 26.572.16) 

— U— 

-TP" 

•0- 

— O—’ 

5,314.43 

- V— 

-L- 



5,314.43 

(234,811.14 

{ 48,677.34) 



U34.sn;'i*j 

( 4S.6V7.34) 

-O- - 

-tt- 

(356,454.36; 

(£34,341.45; 

11,788.44 

- 0 - 


jLbMjKMTKJl 


li.73S.4tf 

-0- 


( ) Indicate increases In net ineoae 
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\ 


a. iljil. li'i'X coapciuvn \.s 

ai-.?v ; jy o? ihcksalls la labor cults ?uou 

JANUARY 1, 1940 70 JUBB 1, 1944 
1/1/40 to 6/30/40' 7/1/40 to 4/30/41 


6/1/41 to 8/30/41 


Temporary or /ert 

Tlae 

Nucaber 

■monthly: 

Nuitfc cr 

i^ontMy 

Number 

Tontbly 

.ii&ployeea 


raoloyed 

.amin#* 

; deployed 

.>amin^s 

Lctployed 

:1am I n^s 

Guards 



! 

8 

120.00 

9 

120.00 

Coapressor ^ta. cper. 







Casual filers 


16 

121« 44 
88.00 

16 

132.00 

31 

139.04 

Casual cabarers - 

..bite 

3? 

37 

88.00 

40 

88.00 

Casual Laborers * 

Colored 

11 

61.60 

11 

61.60 

14 

61.60 

Line ifialateaanoe 
Laborers 


21 

88.00 

21 

88.00 

24 

88.00 

Tcaporar or • art 

Time 

9/1/41 to 
Number 

6/30/42 

irfontbly 

Larnin^s 

7/1/42 to 
Lumber 

4/30/43 

Monthly 

uarnin#?s 

5/31/44 

.jabloyees 


^ployed 

Imployed 



Guards 


31 

126.00 

"4l" 

133.50 

30 


Compressor ta* cper. 


146.OS- 

37 

154.68 

32 


casual oilers 


32 


casual -aborers - 

nLite 

il 

92. 40 

24 

98.56 

70.40 

36 


Casual Laborers - 

colored 

64.68 

6 

4 


Line iialntensnce 
Laborers 


18 

92.40 

23 

98.55 

Z 




IT 

110.86 

11 

110.88 

6 


ffciards .-apl oye 
Increases 9/1/ 

d J^pteThwr. 1940, ,J120.00 nor month. 

41 - .126.06 — 7/1/42 - .133.50 




Sages Per Jay 

- 1/17'4&'~ 


Increases 

~T/l/40 5/1/41 9/1/41 


7/l/4£ 6/15/44 


Caaual filers 

5.52 

6.00 

6.32 

6.64 

7.04 

- 

..Lite Laborer 

4.20 

• 

- 

- 

4.48 

5.20 

Coiorea Laborer 

2.80 

- 

- 

2.94 

3.20 

4.40 

z>t .L. Laborers 

4.00 

— 


4.20 

5.04 

5.20 


EXHIBIT 40 



EXHIBIT 41 


mi&dis..LvI iiimc am corporation 


Salimated Warnings for Year 
/ ndod Deo ember 31, 1944 
Prom financial Hap or t for April, 1944 
Sated Hay 25, 1944 - Page 26 


Par ticulars 


Actual 

Total for 

:;stinated Year 

12 Months 4 1943 


Increase 

or 

(Deere ase) 

Of 1944 over 
1943 


Gas Sales M*C./*, 


45 ,190,553 


94,439 


Oas lurches®a U,C,F. 

40,615,697 

40.730 ,626 

Operating Revenues: 

Gas Dales 

.9,261,573 

,9,338,138 

Other Oas Revenues 

13.054 

~ravregy 

18.776 

Total 

3.3SO.313 

jratliv Devanut Deductions: 

Gas purchased 

3,800,874 

3,804,381 

iurchased Das Expense 

183,641 

137,508 

Other operating Costs 

1,666,810 

1,768,700 

Depreciation and Amortisation 

928,626 

917,375 

Taxsa - federal Income 

1,797,056 

1,733,000 

Taxes - Othsr 

304.033 

527,722 

Total 

"STStOW 


Hat operating Ravenna 

1.353.387 

1.186.833 

Other Income: 

Interest 

14,639 

5,719 

Other 

( 7) 

—n.Tsg 

326 

Total 

6.645 

Groat inoorae 

1.868.039 

1.198.878 

Income Deductions: 

ntsreat on Loa^-Tam Dobt 

175,111 

175,069 

Interest Other 

1,600 

448 

other 

4.924 

6.274 

Total 

—ISOSF 

-I5T.T5I 

Hot income 

il.086.404 

31.010.487 


(115,129) 

(J76,535) 
279 

wmmmIbmmmm 

( 83,407) 
{ 13,861) 
( 96,500) 
11,851 
68,056 
( 88.889) 


WLfcKJLU 


67,154 


8,940 

333) 

-it ffir 

75,761 



Pour months actual earn Inga January - April 
Ul£ht months estimated ear nine* Hay - Deo ember 





*■> 










-. 


5* 


Ho- 


TX** 
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EXHIBIT 42 

iiifir.lai:!*; I tuvr.a fusl coloration 


Comparative Statement of Net Operating Revemea 
/or the Four Months ended April 30,1943 

and 1944 


fartleu 1are 

Operation Revenues* 
Oaa sales 

Other Oaa Revenuea 
Total 


JaaBLan.ii_a. 

1943 


April 30 

i - 


v3,325,078.68 *3,396,688.17 
4,818.18 4.653.67 

T : ~s 8 ^ v w:gi 


1 norease 
or 

(Deorsaao) 

72,906.34 

33.49 


Operating Revenue Deductions: 

Oaa Purchased - 
per books % 1,137,451,26 
Examiners 
Adjustment a- 

laqach.e) ( 90.320.8 a ) 1,097,130.3# 1,116,449.30 

Purchased 

Gas Expense 64,SOB.83 

iDcaminere 
Adjustment 

(Ex k 3.C»Ch.8 j 14.766.99 49,4*1.86 

°&tt. 0pWaUBS 534.660.27 530.253.19 

— sub total r,TCig?)g rnBiiisfi'OT 

Depreciation and 

Amortization 303,463.34 

Taxts - >thar 100,204,33 

Total operating revenue 

>efi 


19,316.98 


39,641.16 ( 9,780.60) 


( 4.407.08} 

BlXSITTI 


306,625.71 
104.632.B7 


1,161.87 

4.626.34 


deductions before 
income taxes 


Operating 
income t 


Uevenui; before 

axes 

Federal Income 
tax accrual 

Operating Revenue after 
income taxes 

Other income 
Gross income 
Inc eras deductions 
Net ^noorae 


2.066.600.68 2.097,802.25 

1,243,616.13 1,303,436.59 

4P9.000.QQ _ 751.587.00 


763,616.13 
938.87 
764,562.00 
61.586.69 


10.921.57 

61,820.46 

271.387.00 


354,049.59 ( 209,560.54) 

3.882.03 2.946.66 

537,932.12 ( £06,619.881 

60,034.73 ( 1.530.96/ 


Reoonoiliation to Financial Report 

Ni t Income per above *702,966.31 Bock* 
Examiners adjustments 

Total per report 


702.966.31 a 497.697,39 v( 205.066.02) 

*MO* cob*****’* 

fetS . 


poto 


E*. N°- 
lBt 



.. 




^ powr? 
tXK’.'.It NO. \ 

DA T- tDEiOin g) • . — 
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Exhibit 44 


Mississippi River Fuel Corporation 
Re: Schedule “D” Immediately Following 

In this Schedule the adjusted cost of service for 1943, 
as shown in Exhibit 14, is allocated between demand, coijn- 
modity and direct costs, as follows: 

1. Gas purchases, after deducting the cost of special 
contract gas for Crossett Lumber Company, are divided 
between commodity and direct cost (interruptible) in the 
proportion that the volume of gas sold for resale and fimn 
industrial use bears to the total of all gas sold; and the 
volume of gas sold for interruptible use bears to the total 
of all gas sold. 

2. Severance and gathering taxes are apportioned as 
between commodity and direct costs (interruptible) in 
the same manner as that described in 1 above. 

3. Other gas purchase expense is apportioned to demand 
except for an item of oil expense, which is charged to direct 
costs (interruptible). 

4. All transmission expense, operation and maintenance 
is apportioned to demand except: 

(a) Compressor Station labor, which is apportioned 
75% to demand; the remaining 25% to commodity and 
direct costs (interruptible) in the proportion that the vol¬ 
ume of resale and direct firm industrial gas on the ope 
hand, and direct interruptible industrial gas on the oth^r 
hand, bears to the sum of the two. 

(b) Compressor Station supplies and expense are ab- 
[2718] portioned to commodity and direct costs (inter¬ 
ruptible) in the proportion that volume of resale aqd 
direct firm industrial gas on the one hand, and direct inter¬ 
ruptible gas on the other hand, bears to the sum of the tw^. 

(c) Compressor Station fuel is apportioned in the sanie 
manner as that described in (b) immediately above. 

(d) Maintenance of Compressor Station equipment is 
apportioned 25% to demand; the remaining 75% to eon|i- 
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modity and direct costs (interruptible) in tlie proportion 
that the volume of resale and direct firm industrial gas 
on the one hand, and direct interruptible industrial gas 
on the other hand, bears to the sum of the two. 

5. All distribution expense is apportioned directly to 
resale, firm industrial, interruptible industrial and Crossett 
in the proportion that the number of meters in each class 
bears to the total thereof. 

0. Customer Accounting and Collecting expense is ap¬ 
portioned directly to resale, firm industrial, interruptible 
industrial and Crossett in the proportion that the number 
of customers in each class bears to the sum thereof, except 
meter reading expense which is apportioned directly to 
resale, firm industrial, interruptible, industrial and Crossett 
in the proportion that the number of meters in each class 
bears to the sum thereof. 

7. Administrative and general expense is apportioned 
to demand. 

8. Depreciation is apportioned to demand, except an 
[2719] amount representing the depreciation on property 
which is used solely in the sale of gas for resale, firm in¬ 
dustrial, interruptible industrial and Crossett. This latter 
is divided in the proportion that the gross plant account of 
such property in each class bears to the total thereof. 

9. Fe deral Income Taxes are divided between demand 
and direct costs. The amount allocated to direct costs is 
the proportion to which the gross plant account of property 
used solely for resale, firm industrial, interruptible in¬ 
dustrial and Crossett bears to the total gross plant account. 
The balance is allocated to demand. With respect to that 
amount which is allocated to direct costs, it is further 
divided by classes in the proportion which each class bears 
to the total thereof. 

9a. Other taxes are apportioned to demand. 

10. Return on Net Plant Account is apportioned in the 
same manner as in 9a above. 

11. Return on Working Capital is apportioned to demand. 




MISSISSIPPI PITER 


ALLOCATION OF COST, A 
DEMAND AND CCtD.'GD ITY C 
GAS, AND DIRECT CHARC 

CALENDAR 'j 


CLASSIFICATION 

Gas Purchased 

Go.8 Purchased Expense • * 

Severance & Gathering Taxes 
Other 

Total Ga3 Purchased 

Transmission Expenses 
Operation: 

Supervision & Engineering 
Compressor Station Labor 
Measuring & Regulating Station Labor 
f Compressor Station Supplies k Expenses 
Compressor Station Fuel 
Measuring k Regulating Station Supplies 
and Expenses 

Transmission Mains - Labor 
Transmission Mains - Supplies k Expenses 
Transmission Maps k Records 

TOTAL 

Maintenance 

Supervision & Engineering 
Compressor Station Structures 
Measuring k Regulating Structures 
Other Transmission System Structures 
Mains 

Compressor Station Equipment 
Measuring * Regulating Station Equipment 
Other Transmission System Equipment 

TOTAL 

Miscellaneous 

Rents 


COST OF 
SERVICE 
ADJUSTED 

♦3,193,795. 

104,303. 

115,102. 

3,415,698. 


44,529. 

336,712. 

14,328. 

135,414. 

264,036. 

2,367. 

70,346. 

22,667. 

6,224. 

896,623. 


25,590. 

2,660. 

177. 

6,899. 

152,094. 

235,255. 

9,671. 

835. 

433,181. 


8,063. 


DEMAND 


32,793. 

32,793. 


44,529o 
252,534. 
14,328. 


2,367. 
70,346. 
22,667. 
_ 6,224. 

412,995. 


25,590. 

2,660. 

177. 
6,899. 
152,094. 
56!,814. 
9,671. 
635. 

256,740. 


8,083. 


TOTAL TRANSMISSION SYSTEM EXFENSS 


1,337,887. 


677,818. 
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MISSISSIPPI RIVER FUEL CORPORATION 




Schedule No 


J 


ALLOCATION CF COST, AS ADJUSTED, BETWEEN 

DEMAND AND CCMMODITf COSTS AS RESPECTS FIRM 

GAS, AND DIRECT CHARGES BY CLASSIFICATION 

Shoot No* 

2 of 

j * 


CALENDAR YEAR 1943 



1 


COST CF 

DIRECT CHARGES 



CLASSIFICATION 

SERVICE 

ADJUSTED DEMAND COMMODITY RESALE 

INDUSTRIAL INDUSTRIAL 

(Fim) (Interruptible) 

CROSSKTT 


Distribution Expenses 


Operation: 

$13,565* 

$ 

$ 

$6,405. 

$6,242. 

$2,837* 

$81. 

Maintenance: 

20,636* 



8,491. 

8,276. 

3,762. 

101 


Miscellaneous: 









Roato 

101. 




101o 




TOTAL DISTRIBUTION ZXPHBES 

36,302. 



14,896* 

14,619. 

6,599* 

18* 


Cuovccor’a Accounting k 









Collecting Expenses 









Customer*s Contracts k Orders 

1,200. 



175. 

675. 

325. 

2l 

5. 

Motor Reeding* 

29,250. 



12,036. 

11,730. 

5,332. 

15 

J. 

Cuatcoer's Billing k Accounting 

4,227. 



616. 

2,378. 

1,145. 

si 

J. 

Uncollectible Account* 

2,104. 



307. 

1,183. 

570. 

M 

k* 

Miscellaneous Expenses 







I 


TOTAL 

36,781. 



13,134. 

15,966. 

7,372. 

301 

K 

Adnini stmt ire k General Expense 









Operation 

306,417. 

306,417. 







Maintenance 

6,698* 

6,698. 







Rents 

6.466. 

6.466. 







TOTAL ADMINISTRATIVE AND GENERAL EXPENSES 

319,581. 

319,581. 






1 

TOTAL OTHER (PERATTNG EXPENSES 

1,730,551. 

997,399. ; 

449,073* 

28,030. 

50,585. 

224,967. 

491 

i 

!• 

Depreciation k Amortization 

803,200. 

747,377. : 


31,566. 

20,722. 

3,293. 

241 

L# 

Taxes - Federal Inoono 

636,969. 

592,700. ; 


25,035. 

16,434. 

2,611. 

193 

-• 

- Other 

317,460. 

317,460. 







Return O 6-1/2$ 









On 3«te 3a*o 

863,370. 

803,366. | 


33,930. 

22,272. 

3,540. 

251 


On Working Capital 

43.550. 

43.550. 






j_ 

TOTAL RETURN 

906,920. 

846,916. i 


33,930. 

22,275. 

3,540. 

259* 

TOTAL COST CF SERVICE 

7,810,798. 

3,534,605. ; 

2,640,973. 

118,559. 

90,017 

1,546,576. 

80,028* 


2721 




[2734] 


102jL 

• •••••• 

Exhibit No. 46 

Written Statement 

Schedule A shows net plant as calculated by the Coin- 
mission’s Staff in Schedule 1 of Exhibit 3, Working Capital 
as shown on Schedule B of this Exhibit and Return Calcu¬ 
lated at as theoretical allowable return of 6^%. 

Schedule B shows Working Capital calculated upon tlije 
same formula as that shown on page 42 of Commission’s 
Exhibit No. 1 but based on actual expenditures incurred 
in year 1943 rather than the adjusted costs for 1942 as used 
by the Commission Staff. The amount of $200,000 included 
for emergency purposes is necessary due to the geographic 
location of the Mississippi River Fuel Corporation’s prop¬ 
erty. It runs north and south, across a large portion of 
the drainage of the country between the Mississippi River 
and the Continental Divide, crossing 14 major streams 
where multiple line crossings are installed as well as nu¬ 
merous smaller streams where no multiple ilne installation^ 
exist. 

To insure that there may be no interruptions in service 
to preferred customers, capital must be available at aljl 
times to repair breaks or flood damage. 
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iCIbBlBBIPPI RIVER FUEL CORPORATION 

Calculation of Allo%aole Return 
3 6 $% for years 1942 ano 1943* 


Plant 

Gas Plant in Service 

Gas Plant Held for Future Use 

Incomplete Construction 


_ 1*42 

422,958,647.52 
736.53 
66.448.12 


TOTAL PLANT 


23,027,832.17 


schedule a 


12A1 


i23,009,939.89 
736.53 
_235,449^.4 


23,246,125.76 


Depreciation Reserve 
Gas Plant in Service 
Gas Plant Held for Future Use 
Retirement Work in Progress 


9,062,663.32 

455.18 

14,950-^34J 


9,796,^15.55 

480.96 

15.964.01 


TOTAL RESERVES 


9,058,168.16 9,812,460.52 


Net Plant 


13,969,664.01 13,433,465.24 

I 


Working Capital (from schedule B) 
SUB TOTAL 


670.000.00 

14,639,664.01 


Deduct: Contributions in Aid 
of Construction 

NLT INVESTMENT 


150.816.34 
14,488,817.67 


Return 3 63 % on Net Investment 


941,773. 


670.q0Q.Q0 

14,103,465.24 


150.JJ 

46.34 

13,952,6 

• 

to 

H_ 


906,920. 

I 

27(35 




MISSISSIPPI SITES FUEL CGRPOUTICN 

Calculation of u'crlcinc Capital fcaeod 
on 1943 Expenditures* 


? 


I »J J 


i 


SCHEDULE $ 


Operating Expenses excluding Depreciations and 
Taxes as shown per books 

Deduct: 

Gas Purchased as actually paid 
Pool Oil Expense incurred by company 
Severance and Gathering Taxes as actually paid 
Operating Expenses after above Deductions 
45/360 of above 

average of Jleterials and Supplies Balances 

remount necessary to cover emergency breaks and 
flood damage to line 

TOTfJ. 

.vmount used in Company’s Exhibits 


j 

i 


5,1 


34,583 


3,548,914 

38,995 

155.495 




304 


1.4^1.277 

130,160 

2^5,512 

360.000 

665,672 

670,000 


273o 



[2738] 
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Exhibit No. 47 

Mississippi River Fuel Corporation 

Net Income Statement 
for 

Test Year 

• • • * • 

Explanation op Adjustments 


1. The adjusted gas revenues are calculated by applying 
December, 1943 sales rates to the volumes for a test year 
as shown on Company’s Exhibit No. 30. 

2. The $43,314 represents sales of fuel oil in lieu of 
gas. It is contemplated that this provision in these con¬ 
tracts will be cancelled in the near future. 

3. Total Gas Purchased . 40,347,56^ 

Less Company Use: 

Compressor Station Fuel. 2,350,000 

Other . 6,568 


Gas Purchased for Resale. 37,991,000 

The above volumes are shown in Companv’s Exhibit No' 
30. 

The total gas purchased for resale as above is multiplier 
by the average rate of .071 per MCF as shown on Schedule 
13 of Commissions Exhibit No. 3 and results in a total ad¬ 
justed cost of $2,697,365. 

4. It is estimated that there will be a reduction in laboij 
cost in appropximately direct proportion to the reduction 
in sales volumes. 

5. It is estimated for a sales reduction of this size, com-! 
pressor station supplies and expenses will be reduced ini 
approximately direct proportions to reduction in sales 
volumes. 

I 

6. Compressor Station Fuel at these reduced sales vol¬ 
umes will decrease faster than a direct proportion. Our 
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engines were operating at over-rated capacity for much of 
the time during the year 1943 and engine efficiency would 
be considerably improved by this sales reduction. 

7. It is estimated for a sales reduction of this size, com¬ 
pressor station maintenance will be reduced in approxi¬ 
mately direct proportion to reduction in sales volume. 

8. It is estimated that the total cost of this case (Fed¬ 
eral Po-wer Commission Docket G-462) will be $125,000. 


Regulatory Expense shown in 1943 . $13,946 

Amortization of $125,000 over 5 years—annual 
charge . 25,000 


Increase over 1943 .. $11,054 


[2743] 9. It is estimated that there will be a reduction in 

Capital Stock Tax and State Income Taxes amounting to 

$ 20 , 000 . 

10. There will be a reduction of the amount of interest 
on long term debt of $3,669.00 during the year 1944. Other 
Income and Income Deductions (except for Interest on 
Long Term Debt) are not considered here, as it is impossible 
to predict which one will exceed the other. 
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Exhibit 47<^) 
schedule a 
sheet 1 of 2 


*s'S 

4* 


> 


as adjustea, Test Tear as aajusted 
and Increase or Decrease 


Operating Revenues: 

Gas bales 

Other Gas Revenues 

TOTAL Gab REVENUES 

Gas Purchased 
Gas Purchased Expense 
(Schedule B) 

TOTAL Gab PURCHASED 


Transmission Expenses: 

Operations: 

Supervision and Engineering 

Compressor station Labor 

Measuring and Regulating 
Station Labor 

Compressor Station Supplies 
ana Expenses 

Compressor Station Fuel 

Measuring and Regulating 

Station Supplies & Expenses 2,367. 

Transmission Mains - Labor 70,346. 

Transmission Mains - Supplies 

and Expenses 22,667. 

Transmission Maps and Recoras 6.224. 

TOTAL 6* 6.623. 

Maintenance: 

Supervision and Engineering 25,590. 

Compressor Station structures 2,660. 

Measuring and Regulating 

Structures 177. 

Other Transmission System 

Structures 6,899. 

Mains 152,094* 

Compressor Station equipment 235,255. 

Measuring and Regulating 

Station Equipment 9,671. 

Other Transmission System 


1943 

is adjusted 
schedule 11) 


Adjustments 

Increase 

or 

(Decrease) 

I 

Test Tear 

9,338,138. 

a; 

(1,290,145.; 

8,047,993. 

69.772. 

u; 

(43.314.) 

^6.458. 

2.4P7 fc ?i,g. 


q,333.4S2tI 

8.074.451. 

3,195,793. 

(3) 

(498,428.) 

2,697,365. 

- -219.905. 


(102.382J 

llj7.523. 



IMUSXfkl 

2.814.888. 

44,529. 



4,529. 

336,712. 

( 4 ; 

(53,908.) 

282,804. 

14,328. 



4,328. 

135,414- 

( 5 ; 

(21,680.) 

113,734. 

2b4,036. 

(6; 

(97,186.) 

166,850. 


(172.774.) 


( 7 ; 


(37,664.J 


>,367. 

70 , 346 . 

22,667. 

f>.224. 

72 3 . 

2^,590. 
2,660. 

177. 

i,899. 
152,094* 
197,591. 


,671. 


j^quipmem; 

TOTAL 

_ 

433.181. 

(37.664.) 

-aiZi 

395.517. 

Miscellaneous: 

Rents 

8.0b3. 


i 

8.083. 

TOTaL Truu'ISMlbblJN 
STSTeM EXPaNSE 

1.337.887. 

(210.438.) 

l»127 t 44? t 
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r^nibit 47 

•.iiiwiballPPl nlVxn 

ruxx. CunPolUiiIOH 

ocne)aule A 

Net Income btatesient for year 1943 
es uujastea, Test Year as aujusteci 
c*nQ increase or Decrease 

o nect 

4 ol' 2 

1 


Adjusts 

ents 



.stribution oiP< 
Operation 
Maintenance 
Miseel ianeous: 
Kents 


1943 

os aujusteci 
(bcneunie 14] 

i>,5o5. 

40,o36. 

>6,304. 


IOTivL ulbi hlcu'I j.J i'J 

xXA.Pii'ibr.t >6,304. 

ustoner*^ 
oiiectln>‘ rxoenses 
Customer* s Contracts ana 

uraers i,c00. 

mfctef i .cluing <^9,<.50. 

Customer*s Killing ana 

accounting 4 ,<i>. 

Uncoll>=ctibxe accounts 

i 0 . «L 

aalnlstrotlve enc General 
> leases 

Operation 330,417. 

Maintenance 6,o9o. 

Rents o.xuo. 

T0T«L «I/kiNlt>Tn«liyi, 

Gj-NLKaL iu\PbNlji4) > 10 .51. 

TOTaL 0.i nth uP&kaTING 

uXPixNbc.6 i .7 jp.^L. 

depreciation * *.»orti; ution 
(totnibit No. 37J i0>,«.00. 

<.y.es - Federal Income 
(oxitibit No. 31) o>0,9o9. 

axes - utner .-17..-.cu. 


Increase 

or 

[LfeCffuSe) 


11,054- 


99,635. 

L ^ O . OQ . . 


.nro , t . 


T3T/iL OPERATING 
naViNUi. Luii/GCTIONb 

c ^ ')'u J j $ l c> • 


C ^xo,x>4*/ 

Nc.1 OPiiKnliNO huVinlbt, 



Co.. >,3a*.; 

incor.ie 


Cjo; 

-1 -*• a-. A •. • ) 

TOT n.L IMC0*t 

*,5i5,,7u. 


(' „7« A; 

a UxUO* i JDt 

i,f.. »7>_i. 

Cij; 

L • . ) 


r i les t icar 

x>,565. 

40,o3o. 


j .?c, oo<.< 


i,4aU< 
'; x9,45u, 

I 

! 4,44 


317,aV. 


*U,C. 

r 4 * 
w > 7 - > % 


fiJ-. -4 d. - j. ^ 


»« iL 1 l^Ou 





1 (X 


s 


nlVtrv r uz.ii CuxxPaU^rioN 

Net Income btcteaient for year 1943 
as aujusteo, Test Year as aujustecl 
.ina increase or i/ecrease 


r-4.nlbit 47 

acneoule a 


anect 


istribution oioenses 
Operation 
maintenance 
xiiscelianeous: 

Events 

'1 GTaL Dibl hlc'oT x jrJ 

r-aPiiMbti 

ustoner's /.ccountln^ ana 
oxiectlnx rxoenses 
Customer's Contracts ana 
uraers 

tie ter x.cuui.a^ 

Customer's tilling ana 
accounting 

Uncoll-sctibxe accounts 

XOTnL 

Qainlstrative unc General 


1943 

as aujusteci 
(tcueuuie 14) 

iP,5o5. 

20,036. 

_1J1. 


3b,30k. 


X , *00. 

-i5,x3C. 

4,<2 /. 
«• * xOt. . 

so. 7-3i. 


Adjustments 

Increase 

or 

(Lecrc.sej 


2 Of 2 


I 

lest U-c.r 

113, H-5. 

j * J y 030. 


I 


ICi 


3b, 10*., 


X y < 

*9,230. 
I 4,22 7 . 

| *■-'Q- 


llLx. 


Operation 

Maintenance 

hents 

30o, 4 I 7 . 
b,b9o. 

O | • 

Uj 

11,054* 

«. i 

17,4-.. 

w , ;r 

TOT nL nl/jdiNlbTxVnliVt 
*vNx> Gr3IhrwiL LXPiuNbtb 

317.531. 


1 ? »* 

•*- - * V '4 - 

| 

1 

^, 

TOTaL Oitith UPDATING 
.tXPrJ'ibc.G 

i. 7j‘j .331. 


(109.- 


V 

-epreciation x *.-crti. ation 
(txnibit No. 37; 
a,.es - Federal Income 
(ixiilbit No. 37; . 
axes - Otner 

r-Oa,* aO. 

b36,9c9. 

:17./_cu. 


,225. 

99,o35. 

(2u ) 

*■/ 

•w 

La,-.'. 

I 

b m , r-- -. 


TOT/vL OPERATING 
naVrUUr. DtoG'CTIONo 

Nr.1 OPxitalii'iO Kx.Vti'JOt 

/tiier Income 

lO.rvi. xUCUifcJt 

.nee ut. itvif ions 

•«al —i-vNitiuw 


a, 90 a, a 


*» . , \ 

\ 1 y , 

- - b. ■ 




1 

' 

_ 1 , .‘4*. • 

(j-,; 

Ul-a..) 


_ . 

*,515,.,7a. 

('•7 .> 7< 

* > •' | 

. *. j 


Uo; 


t 1 

> 1 




.. i . . 

.. -». 







EXHIBIT 57 





•■iisjissi??! river fu el corporat ion 
RE-A r,r,ooTiT< or r.r.c. staf f cost of g.p.vice 

YEAR 1945 iXrLA^TIT OF SC H-hULr NO. 1 

Schedule !. T o. 1 •••• s ordered by re-fr^upin" the costs s’”?"n in 
Schedule No. 5 of Exhibit No. 11. Certain costs sere tr referred from "CO" 0 
to "DtllAND", .dale certain other costs ere tr .referred fron "~P to ".‘TJ 


PARTI C JL.-J13 


AdOidlT 


ndp 


TO 


purchased cas expense 

25,025..'5 

ci'T'oriTi 

Dy % 

oictr: potion* expense 




XAINTENANCZ 




STKJnrjRrAS AND IMPROVE HUTS 

2,224.72 

denand 

• ‘ J . 

pt-ping and ?oui;i'?::;o ecniprint 

4,173.50 

DEV.MJP 

'Tt 

VLT** 

10,474.33 


^yr. 

OT'-riK J r.0" > rRTY ON CI'STOVi'PuO J F-ZVTSES 

1,337.04 

DENVTD 

<rn. 

■'IfO.XMdlOUC 




"T TT'.T^'C 

101.00 

rL’V'ID 

GTE 

adrjnistrati vz and genera;. expense 

110,974.62 

co::pdi7i 

T>* ?' 

DEPRECIATION 

71,336.53 

co*.r:oDi?Y 

or. 

TAXES - EEDERAZ INTO.*.?: 

183,201.92 

coi::opity 

n 

r*vrc _ OT’f 1 R 

36,450.39 

COMX'DITY 

?E" 

=ztjkj 

445,660.00 

coxvoditi 

I „ 


■ITY" 


‘.‘.D 


.u 

H 

R 


:;d 

;jd 

:jd 

::d 

:id 


The results of the transfers are to increase "Du“.‘.’D n froa ft ,450,7^4.23 
<3,204,577.32; to decrease "COT ODITr from .'4,704,720.44 to '2,332,0*0.23^ nnd 
increase "OT.TnR" fron ?48,183.10 tn 766,999.22. 
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10,31 


MISSISSIPPI RIVER FUEL CORPORATION 
RE-ALLOCATION OF F.P.C. STAFF COST OF SERVICE 
TEAR 1945 EXPLANATION OF SCHEDULE NO. 2 

Schedule No. 2 is based on Schedule No. 2 of Exhibit 
No. 11. The re-grouped costs shown in Schedule No. 1 of this 
exhibit were distributed among the customers and groups of 
customers listed in Schedule No. 2 of this exhibit in exactly 
the same way as the costs shown in Schedule No. 5 of Exhibit 
No. 11 were distributed in Schedule No. 2 of Exhibit No. 11. 

The purpose of Schedule No. 2 of this exhibit is to show the 
effect on the allocation of costs to customers and groups of 
customers of the changes made in preparing Schedule No. 1 of 
this exhibit, while continuing to follow Method No. 1, that 
is, while allocating demand costs on the basis of sales on 
February 14, 1944. The orincipal result is to change the 
Excess of Revenue over Cost aoolicable to Total Sales for 
Resale from $878,053.29 to $763,755.97, a decrease of $114,284.32. 
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MISSISSIPPI RIVER FUEL CORPORATION 
RE-ALLOCATION OF F.P.C. STAFF COST OF SERVICE 
TEAR 1943 EXPLANATION OF SCHEDOLE NO, 3 

Schedule No. 3 is based on Schedule No. 2 of Exhibit; 
No. 11, the only difference being due to the allocating of demand 
costs on the basis of sales during the four-day period December 
14 - 17, 1943, which I call Method No. 3* The purpose of 
Schedule No. 3 of this exhibit is to show the effect on the 
allocation of costs to customers and groups of customers of 
changing the method of allocating demand costs from Method No. 1 
(sales on February 14, 1944) to Method No. 3 (sales on December 
14, 15, 16 and 17, 1943) while retaining the grouping of costs 
shown in Schedule No. 5 of Exhibit No. 11. The principal result 
is to change the Excess of Revenue over Cost applicable to Total 
Sales for Resale from $878,038.29 to $661,582.95, a difference 
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■ P.836.335,tf 


22.05 

Ua22 

19.58 


4,704,729.44 48,183.10 38,995.18 7,242,651.95 2,000,484.29 


29.59 

23.54 

33.68 

23.90 

2U12 

24.96 

28.79 

27.89 

2144 


2108 


17.03 

W.02 



19.55 

22.78 

a|.35 

18.69 

18j.24 

sLji 


16.83 


• 14.9 PSI1 BASE. 




MISSISSIPPI RIVER JSSl CORPORATION 
RE-ALLOCATION OF F.P.C. STAFF COST OF SERVICE 
YEAR 1943 EXPLANATION OF SCHEDULE NO. 4 


Schedule No. 4 is based on Schedule No. 2 of Exhibit 
No. 11. The re-grouped costs shown In Schedule No. 1 of this 
exhibit were distributed among the customers and groups of cus¬ 
tomers listed in Schedule No. 4 of this exhibit in the same way 
as the costs shown in Schedule No. 5 of Exhibit No. 11 were 
distributed in Schedule No. 2 of Exhibit No. 11, except that 
demand costs were allocated on the basis of sales during the 
four-day period December 14-17, 1943, rather than on the basis 
of sales on February 14, 1944. The purpose of Schedule No. 4 
of this exhibit is to show the combined effect on the alloca¬ 
tion of costs to customers and groups of customers of the 
changes made in preparing Schedule No. 1 of this exhibit and 
of following Method No. 3 rather than Method No. 1. The prin¬ 
cipal result is to change the Excess of Revenue over Cost 
applicable to Total Sales for Resale from $878,038.29 to 
$471,886.13, a difference of $406,152.16. 
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\/< n> 


Tm i«?r? 


Jhlfaafl tsu-1 


pssissippi mm rm _sarammi 

RS-ALLOCATIOW OF T. P„C. SttfT J»SI Of SES7ICE 


WD&UB& 

S*l« To Crawtri 

Firm 

In t ami p tibia 



Tot&l To Ccnsuaart 


Arkansas Louisiana Gas Co. 

Pamr k Light Co. 
Haaoorl latural Gas Co. 
Laclad* Gas Light Co. 

St. Louis County Gas Co. 

St. Louis Araa 

Union Elac. Co. of HI. 
IlLlnois-Iowa Poarar Co. 

Total for Ras&It 


CO 

-0 TOTAL STSTM 

to 

CO 


Salas oo Dao 

14.15,16*17, 
.1343 


* _ p^rannaa 


17,773,503 

ll.S6l.A70 

221,420 

13.731 

235,151 

3,920,226.71 

1.824.991.13 

1,437,266.64 

1,583,084.38 
1.029.A89.85 

25,768.93 

29,339,973 

5,745,217.84 

1,526,396.38 

2,612,574.73 

38,653.39 

487,450 

1,134,206 

137.869 

15,693 

25,420 

UL122 

139,322 

J&JOL 

201,996 

1U,240.92 
266,981.15 
130.632.31 

101,865.35 

165,004.60 

72.259.29 

43,404.93 

100,995.43 

34.537.75 

7,086.47 

8,374.89 

5.153.78 

7,819,008 

2.SS0.223 

1,869,032.96 

718.811.24 

904,357.61 

406.825.26 

696,242.72 

227.084.33 

4,509.56 

644.23 

10,369,231 

2,587,844.20 

1,311,182.87 

923,327.05 

5,153.79 

115,322 

1.201.321 

1,763 

17.936 

33,202.82 

322.fflL7.tt 

11,443*87 

U6.434.& 

10,268.84 

ltt.m.so 

644.23 

.-1*222*62 

11.695.401 

273.940 

2.497*SM*4fl 

1.778.180.94 

1.219.505 

2S.343.93 

43,715,374 

509,091 

9 , 243 , 136.24 

3,304,577.32 

3,832,080.23 

66,999.22 


kMl 


3a*392*tt 

38,995.18 


-Xfl$8l 


Xroass of 
Rarraeoa 

flnc fort 


3,046,120.45 874,106.26 
3La3L7Q^99»a 6si.A9l.90 

4,216,619.68 1,528,998.36 


152,356.75 ( 8,115.83) 
274,374.92 ( 7,393.77) 
_ml9«att alttLitt 
1,605,109.89 263,923.07 

frk.523.B ILMU& 

2,239,663.71 348,180.49 

22,356.94 10,845.88 

. aL3Bili 

l*flfoflg*3Z 47I.8tt.13 


7^ , 4 51 .9 5 2,000,484.29 

7 / <LV‘k- ) CnJl' 


Bthadula io. 4 
Araraga 

g»Wta»_ 


tome* 

Cort 


22.05 

12*22 

17.13 

19.58 

14.37 

1 

29.59 

31.26 

23.54 

13.68 

24.19 

23.90 

20*99 

28.19 

Its* 

24.96 

21.60 

28.79 

19.39 

27.89 

2t*& 

12*21 

m 

21.48 

46^3 


* 14.9 PS LA BASE. 
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MISS ISSIPPI HIT 31 M. CO R PQRATlc a 
>WS IM CERTAIN DATS,. CLASS!™ 




t of 

^ataJL 


Daoaatxir 15^ 1943 Paow bar 1 6.^1943 Psoas 
_JKE*_ Total MCT* _lojfli-KEL 


_Xg-W.. ^tto« P ar fo ur Dtrj Total, 


» b. 14. 1944(A ) 
< of 

EL -Ig>vL 


< of 
J&Al- 


nx« 

Intarrup tibia 

Total to Coc jvt o 


Arkansas Louisiana Gas Company 
Arkansas Povar and Light Company 
lUssourl lataral Gas Ceapsfljr 

Laelsds Gas Light Company 
St. Louis County Gas Coapaaj 

Total St. Louis Arsa 

Union Klsotrlc Caspany of HI. 
Illinois - loan Poaar Company 

Total for Rssals 


55,611 

42.27 

54,768 

43.58 

56,935 

43.64 

54,046 

U-57 

55,355 

221,420 

43.49 

49,154 

36.18 

47,488 

1 

3(4.95 

5.512 


jjm 

2.09 


1.81 


2.66 

J..422 

■ 43.734 

2.70 

25.530 

42*82 


61,123 

46.46 

57,398 

45.67 

59,357 

45.45 

57,273 

47.23 

58,788 

235,151 

46.19 

74,734 

55-00 

74,757 

^5-02 

3,655 

6,035 

2,602 

2.78 

4,254 

3.38 

4,035 

3*14 

3,689 

3.04 

3,923 

15,693 

3.08 

3,267 

2.40 

3,271 

k.41 

3-89 

4.59 

1 AA 

6,309 

5.02 

6,688 

5.12 

6,358 

5.27 

6,355 

25,420 

4.99 

5,287 

3.89 

5,291 

1.98 

3,116 

2.48 

2,949 

2.26 

2,465 

2.03 

2,783 

11,132 

2.19 

2,283 

1.69 

2,292 

p..69 

37,202 

28.27 

33,942 

27.01 

35,369 

27.08 

32,809 

27.06 

34,830 

139,322 

27.37 

32,435 

23.91 

32,440 

23.88 

4£x84fi 

42«£2- 

43.619 

12.45 

46.998 

12a& 

4U51X 

11.72 

lSa.6§a 

J&JOk 

4^24 

43J.60 

-2ate 

iLua 

-2,62 

53,012 

40.29 

49,591 

39.46 

52,367 

40.10 

47,026 

38.78 

50,499 

201,996 

39.68 

45,645 

33.60 

45,588 

33.56 

us 

0.34 

498 

0.40 

434 

0.33 

383 

0.32 

441 

1,763 

0.35 

396 

0.29 

397 

0.29 

iaWQ 

-2/ia 

4.512 

_L12 

4.69Z 

_2*& 

4.039. 

JL.32 

-UAS4 

17.936 

3,54 

-U?12 

-2-A2 


-1*34 

70010 

12*34 

6S*3B 

54.33 

71.230 

54.55 

63.929 

^TL 

68.435 

22UA0 

53.81 

61,141 


61.109 

4--3S 

131,563 

100.00 

125,678 

100.00 

130,587’ 

l 

100.00 

121,263 

100.00 

127,273 

509,091 

100.00 

135,875 

100.00 

135,866 

—— 

1 

I 

100.00 


♦ U.9 PSIA BASk 


(6) ram EXHIBIT NO. 11. 


(A) C i\ Ct'/tS’/S' Sc. *t - 

** r "‘- .4 ,V\ AT L 
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MISSISSIPPI RIVER F UEL CORPORATION 


Schedule No. 6 

SALES TO CONSUMERS UNDER INTERRUPTIBLE CONTRACTS 

i 

I 

IN MCF AT 14.9 PSIA ON CERTAIN DAYS 


i 


CUSTOMER 

DEC.14.1945 

DEC.IS.1945 DEC. 

16.1943 

DEC.17.1943 f4 

a i .• n 

PITTSBURGH PLATE 

0 

0 

7 

n 

v* 

0 

SCULLIN STEEL 

467 

0 

0 

0 

3,040 

LACLEDE - CHRIST! 

56 

78 

37 

31 

537 

ALPHA PORTLAND* 

665 

169 

324 

190 

1,358 

ELACKMER AND POST 

0 

5 

0 

0 

69 

NATIONAL LEAD 

587 

510 

350 

495 

2,782 

OWEKS-ILLINOIS 

0 

0 

0 

o 

1,118 

GRANITE CITI 

559 

0 

0 

0 

2,117 

NATIONAL ENAMELING 

558 

420 

476 

412 

C22 

UNION STARCH 

0 

0 

0 

0 

0 

ALUMINUM ORE** 

2,166 

887 1 

,019 

1,141 

5,242 

OEEAR NESTER 

0 

0 

Q 

0 

623 

LOTN liATHES 

21 

16 

16 

16 

322 

LACLEDE PO^ER 

0 

0 

0 

0 

0 

GENERAL STEEL 

107 

0 

0 

0 

2,506 

ALTON BOX 

0 

0 

0 

0 

! 

j 4 *•- -L 

LACLEDE POWER-MOUND 

ST. 957 

751 

157 

94" 

4,<€: 

TOTAL INTERRUPTIBLE 5,521 2,654 2 

* IN ADDITION TO 500 MCF PER DA! OF FIPAi GAS 

** IN ADDITION TO 200 MCF PER DA! OF FIRM GAS 

,366 

3,252 

is, £2 


2 r/ 951 


EXHIBIT 58 


MISSISSIPPI RIVER FUEL CORPORJLTIOI 

Calculation Showing Saturn at 6-1 /Z% on JUauaed Bata Bata Constating of tha^Kat Plant at 
the baglanlog and and of eaoh year axoapt 1929 plus Working Capital, laaa Contributlona 
on lid of Cons sruot ion, and tha Accumulated Deficit under a 6-l/2£ Saturn* 


i 

Wat Plant 
at Beginning 
of Period 

Wot Plant 
at End 
of Period 

let Pleat 
Average 

Working 

Capital 

Contributlona 
in lid of 
Construction 

Rata 

Base 

«-l A* 

Saturn 

Wat Operating 
Revenue i from 
Ex* IS # Sc had# B 


Exoeea 

or 

Dafioit 

emulative 

Exeats 

#.* Dafioit 

1929 

15,655,463*47 

18,603.659.16 

17,119,561.52 

196,000.00 


- 1 - 

17,506,561.82 

187,476.91 

( 40,398.89) 

( 

227,676.80) 

( 227,875.80) 

1950 

13,605,659.16 

19,372,999.93 

19,238,328.99 

285,000.90 


- 

19,523,328.99 

1,269,016.58 

82,233.70) 

( 1,551,260.06) 

( 1,579,125.98) 

1951 

19,872,998.93 

19.427)615.76 

19,650,307.29 

285,000.90 


- 

19,935.307.29 

1,295,794.97 

330,178.83 

( 

965,616.14) 

( 2,544,742.02) 

1952 

19,427,615.76 

18.836,165.76 

19,131,890.76 

285*000.00 


- 

19,416,690.76 

1,262,097.90 

286,587.59 

( 

976,510.31) 

( 5,520,252.35) 

1953 

18,836,165.76 

13,145,644.56 

18,490,906.96 

285,000.00 


a 

18,776,905.06 

1,229,433.95 

424,585.36 

( 

796,048.47) 

( 4,516,500.80) 

1954 

18,145,644.56 

17,462,590.56 

17,804,117.46 

285,000.00 


- 

18,089,117.46 

1,176,792.64 

750,706.99 

( 

425,065.65) 

( 4,741,386.45) 

1955 

17,462,590.56 

15,659,471.65 

17,161,031.10 

285,000.00 


- 

17,446,031.10 

1,155,992.02 

1,206,365.80 


71,863.78 

( 4,670,022.67J 

1956 

16,859,471.65 

16,195,924.12 

15,527,897.88 

800,000.00 


- 

16,827,697.68 

1,093,800.36 

1,717,778.50 


623,976.14 

(4,046,044.53 ) 

1957 

16,196,924.12 

15,837,916.30 

16,018,870.21 

825,000.90 


- 

16,341,870.21 

1,062,221.56 

1,978,345.48 


916,128.92 

(3,129,920.51 ) 

1958 

15,937,816.30 

15,282,197*62 

1 

15,560,008.96 

525,000.00 


- 

15,885,006.96 

1,052,525.45 

1,114,395.43 


81.869.98 

( 5,048,060.83) 

1959 

1S.282.197.62 

14,723,539.27 

15,002,868.44 

550,000.00 


- 

15,552,868.44 

997,956.45 

1,342,019.20 


344,082.75 

(2,703,967.88 ) 

1940 

14.723.839.27 

14,375,864.66 

14,549,551.96 

450,000.00 


- 

14,979,561.96 

975,670.88 

1,581,127.06 


407,456.19 

(2,296,511.70 ) 

1941 

14,375,364*66 

14,153,738.99 

14,264,851.37 

430,000.00 


- 

14,694,661.37 

955,152.54 

1,584,306.04 


629,155.70 

(1,667,358.00 ) 

1942 

14,153,738.99 

13,969,664.91 

14,061,701.05 

430,000.90 

( 

150,846.34) 

14,340,854.71 

932,155.66 

1,233,984.84 


501,829.28 

(1.565,628.72 ) 

1943 

18,969,684.01 

18,433,465.24 

15,701,564.62 

470,000.00 

( 

150,846.34) 

14,020,718.28 

911,546.69 

1,414,911.82 


506,564.83 

( 861,964.09 ) 



X 




i 


15,503,413.94 

14,641,449.95 

( 

861,964.09) 
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Exhibit No. 59 
Kate oe Return Study 


Table of Contents 


Part 1 

Chart Schedule 


Moody’s Bond Yield Averages Based on Bonds 
of 120 Domestic Corporations—Composite 

and According to Yields. 

Interest Rates—1—6 Months Commercial 

Paper and 60-90 Day Time Loans. 

Yield on United States Treasury Bonds. 

Moody’s Bond Yield Averages Based on Bonds 
of 40 Public Utilities—According to Ratings 
Moody’s Bond Yield Averages Based on 
Bonds of 120 Domestic Corporation—Ac¬ 
cording to Groups—Industrials, Public 

Utilities and Railroads . 

Moodv’s Weighted Averages of Yields on 
Newly Issued Domestic Bonds—Industrial, 
Utility (Light, Power and Gas) and Railroad 
Yields on Outstanding Preferred Stocks of 

Electric Operating Utilities. 

Earnings-Pricc Ratios on Outstanding Com¬ 
mon Stocks of Electric Operating Utilities. . 
New Corporate Issues in the United States— 
All Corporate Issues and Public Utility 

Issues, Years 1934 to 1943, Inclusive. 

Summary of Electric Operating Utility Bonds 
Sold in Years 1935 to 1943, Inclusive—Yield 

to Purchasers . 

Electric Operating Utility Bonds Sold in 
Years 1941, 1942 and 1943—Yield to Pur¬ 
chasers . 

Electric Operating Utility Preferred Stocks 
Sold in Years 1935 to 1943, Inclusive—Cost 
of Money to Issuing Companies and Yield to 

Purchasers . 

Electric Operating Utility Common Stocks 
Sold in Years 1935 to 1943, Inclusive. 


o 


6 


6 


r. 

i 


9 


10 


- Ii0-A 


- ! ii 


- ! 12 


66—9181 


i 
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Wholesale Commodity Price Indexes—All 
Commodities, Farm Products, Foods and 

Industrial Products . 

Indexes of Wage-Earner Employment and of 
Weekly Wages in Manufacturing Industries 
Indexes of Industrial Production and Car- 

loadings . 

National Income Payments. 

[2S01] National Income Payments and Cost of 
Living Indexes, Years 1929 to 1944, Inclu¬ 
sive . 

Trend of Corporate Earnings—Industrials, 

Utilities and Railroads . 

Rediscount Rates on All Federal Reserve 

Banks . 

Commercial Loan Rates—Averages Charged 
Customers by Banks in Principal Cities.... 

Chart No. 11, not used. 
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MOODY"S BOND YIELD AVERAGES 


BASED ON BONDS OF 120 DOMESTIC CORPORATIONS-COMPOSITE AND ACCORDING TO RATINGS 

UNIT r PERCENT PER ANNUM 

120 DOMESTIC CORPORATIONS-CGtlPOSITE 


Year 

January 

February 

March 

April 

May 

Juno 

July 

Auguat 

Sopteiabor 

October 

Novenbor 

Deoember 

Average 

1920 

6.65 

6.81 

6.86 

7.02 

7.26 

7.29 

7.29 

7.29 

7.12 

6.99 

7.09 

7.34 

7.08 

1921 

7.20 

7.15 

7.19 

7.20 

7.21 

7.27 

7.23 

7.14 

7.C2 

6.92 

6.57 

6.36 

7.04 

1922 

6.35 

6.24 

6.17 

6.01 

5.89 

5.92 

5.84 

5.78 

5.71 

6.76 

5.88 

5.89 

5.95 

1923 

5.87 

5.90 

6.03 

6.09 

6.04 

6.05 

6.10 

6.04 

6.08 

6.11 

6.09 

6.08 

6.04 

1924 

6.01 

5.98 

5.96 

5.94 

5.88 

5.79 

5.70 

5.72 

5.72 

5.67 

5.63 

5.61 

5.81 

1925 

5.60 

5.54 

5.54 

5.54 

6.45 

5.40 

5.44 

5.48 

5.45 

5.43 

5.42 

5.40 

5.47 

1926 

5.34 

5.29 

5.31 

5.25 

5.17 

5.16 

5.17 

5.18 

5.18 

5.18 

5.14 

5.10 

5.21 

1927 

5.06 

6.07 

5.03 

4.9C 

4.98 

5.00 

5.00 

4.96 

4.93 

4.89 

4.86 

4.83 

4.97 

1926 

4.83 

4.83 

4.82 

4.83 

4.88 

4.99 

5.02 

5.04 

5.02 

5.00 

4.97 

6.01 

4.94 

1929 

5.04 

5.08 

5.16 

5.16 

5.16 

5.25 

5.25 

5.30 

5.34 

5.32 

5.27 

5.17 

5.21 

1930 

5.17 

5.18 

5.08 

5.05 

6.04 

5.05 

5.02 

4.97 

4.92 

5.02 

5.17 

5.38 

5.09 

1931 

5.20 

5.20 

5.20 

5.35 

5.48 

5.57 

5.47 

5.65 

6.00 

6.62 

6.60 

7.43 

5.81 

1932 

6.87 

6.83 

6.62 

7.31 

7.94 

8.01 

7.69 

6.45 

6.08 

6.12 

6.24 

6.31 

6.87 

1933 

5.98 

6.13 

6.46 

6.64 

6.02 

5.63 

5.35 

5.34 

5.57 

5.64 

6.02 

5.93 

5.89 

1934 

5.52 

5.10 

5.02 

4.87 

4.85 

4.81 

^.81 

4.96 

5.03 

4.92 

4.86 

4.79 

4.96 

1935 

4.68 

4.60 

4.66 

4.64 

4.55 

4.47 

4.40 

4.39 

4.36 

4.34 

4.27 

4.19 

4.46 

1936 

4.04 

3.95 

3.95 

3.97 

3.96 

3.94 

3.90 

3.85 

3.79 

3.75 

3.71 

3.67 

3.87 

1937 

3.67 

3.76 

3.87 

3.97 

3.91 

3.90 

3.88 

3.88 

3.98 

4.12 

4.21 

4.16 

3.94 

1938 

4.19 

4.23 

4.36 

4.50 

4.28 

4.40 

4.17 

4.09 

4.17 

4.03 

3.95 

3.95 

4.19 

1939 

3.86 

3.81 

3.74 

3.84 

3.78 

3.71 

3.66 

3.67 

3.95 

3.83 

3.70 

3.69 

3.77 

1940 

3.63 

3.60 

3.5S 

3.54 

3.65 

3.72 

3.57 

3.55 

3.50 

3.46 

3.40 

3.36 

3.55 

1941 

3.36 

3.40 

3.39 

3.39 

3,37 

3.34 

3.30 

3.29 

3.30 

3.27 

3.26 

3.35 

3.34 

1942 

3.35 

3.35 

3.37 

3.34 

3.36 

3.37 

3.35 

3.34 

3.33 

3,31 

3.31 

3.32 

3.3 1 * 

19^3 

3.27 

3.23 

3.20 

3.19 

3.16 

3.1* 

3.H 

3.10 

3.11 

3.11 

3*13 

3.1^ 

3.16 

1944 

3.11 

3.10 

3.09 

3.08 
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MOODY’S POND YIELD AVERAGES 

BASED ON PONDS OF 120 DOMESTIC CORPORATICNS-COMPOSITE AND ACCORDING TO RATINGS 

UNIT: PERCENT PER ANNUM 

30 DOMESTIC CORPORATIONS-RATING AAA 


i 


Year 

January 

February 

March 

April 

“S2L 

June 

July 

August 

September 

Oc tober 

November 

Deoember 

Average 

1920 

5.75 

5.86 

5.92 

6.04 

6.25 

6.38 

6.34 

6.30 

6.22 

6.05 

6.08 

6.26 

6.12 

1921 

6.14 

6.08 

6.08 

6.06 

6.11 

6.18 

6.12 

5.99 

5.93 

5.84 

5.60 

5.50 

5.97 

1922 

5.34 

5.29 

5.23 

5.15 

5.13 

5.08 

5.00 

4.96 

4.93 

4.97 

5.09 

5.08 

5.10 

1923 

5.04 

5.07 

5.18 

5.22 

5.16 

5.15 

5.14 

5.08 

5.12 

5.11 

5.00 

5.09 

5.12 

1924 

5.09 

5.09 

5.10 

5.08 

5.04 

4.99 

4.95 

4.95 

4.95 

4.92 

4.94 

4.95 

S.00 

1925 

4.95 

4.95 

4.91 

4.87 

4.83 

4.83 

4.87 

4.90 

4.87 

4.85 

4.84 

4.85 

4.88 

1926 

4.92 

4.77 

4.79 

4.74 

4.71 

4.72 

4.71 

4.72 

4.72 

4.71 

4.68 

4.68 

4.73 

1927 

•’.66 

4.67 

4.62 

4.58 

4.57 

4.58 

4.60 

4.56 

4.54 

4.51 

4.49 

4.46 

4.57 

1928 

*.46 

,4.46 

4.46 

4.46 

4.49 

4.57 

4.61 

4.64 

4.61 

4.61 

4.58 

4.61 

4.55 

1929 

4.62 

4.66 

*.70 

4.69 

4.70 

4.77 

4.77 

4.79 

4.80 

4.77 

4.76 

4.67 

4.73 

1930 

4.C6 

4.69 

4.62 

4.60 

4.60 

4.S7 

4.52 

4.47 

4.42 

4.42 

4.47 

4.52 

4.55 

1931 

4.42 

4.43 

4.39 

4.40 

4.37 

4.36 

4.36 

4.40 

4.55 

4.90 

4.94 

5.32 

4.58 

1932 

5.20 

5.23 

4.98 

5.17 

5.36 

5.41 

5.26 

4.91 

4.70 

4.64 

4.63 

4.59 

£.01 

1933 

*.44 

4.48 

4.68 

4.78 

4.63 

4.46 

4.36 

4.3 A 

4.36 

4.34 

4.54 

4.50 

4.49 

1934 

4.35 

4.20 

4.13 

4.07 

4.01 

3.93 

3.89 

3.93 

3.96 

3.90 

3.86 

3.81 

4.00 

1935 

3.77 

3.69 

3.67 

3.66 

3.65 

3.61 

3.56 

3.30 

3.59 

3.52 

3.47 

3.44 

3.60 

] 936 

3.37 

3.32 

3.29 

3.29 

3.27 

3.24 

3.23 

3.21 

3.18 

3.18 

7.15 

3.10 

3.24 

1237 

3.10 

3.22 

3.32 

3.42 

3.33 

3.20 

3.25 

3.24 

3.26 

3.27 

3.24 

3.21 

3.26 

1938 

3.17 

3.20 

3.22 

3.30 

3.22 

3.26 

3.22 

3.18 

3.21 

3.15 

3.1C 

3.08 

3.19 

1939 

3.01 

3.Cl 

2.99 

3.02 

2.97 

2.92 

2.RS 

2.93 

3.25 

3.15 

3.00 

2.94 

3.02 

1940 

2.23 

2.cS 

2.34 

2.82 

2.93 

2.96 

2.es 

2.85 

2.82 

2.79 

2.75 

2.71 

2.84 

1941 

2.75 

2.78 

2.30 

2.G2 

2.81 

2.77 

2.74 

2.74 

2.75 

2.73 

2.72 

2.80 

2.77 

1942 

2.33 

2.85 

2.86 

2.83 

2.85 

2.85 

2.83 

2.81 

2.80 

2.80 

2.79 

2.SI 

2.83 

19^3 

2.79 

2.77 

2.76 

2.76 

2,74 

2.72 

2.69 

2.69 

2.69 

2.70 

2.71 

2.7U 

2.73 

1944 

2.72 

2.74 

2.74 

2.74 
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MOODY’S BOND YIELD AVERAGES 



BASED ON BONDS OF 120 DOMESTIC CORPORATIONS-COMPOSITE AND ACCORDING TO RATINGS 

UNIT: PERCENT PER ANNUM 


SO DOMESTIC CORPORATIONS-RATING AA 


Year 

January 

February 

March 

April 


June 

; July 

Auicuet 

September 

October 

November 

December 

Average 

1920 

6.19 

6.28 

6.42 

6.54 

6.78 

6.79 

6.69 

6.76 

6.65 

6.56 

6.63 

6.84 

6.59 

1921 

6.64 

6.60 

6.59 

6.68 

6.69 

6.76 

6.78 

6.64 

6.56 

6.47 

6.18 

5.95 

6.55 

1922 

5.94 

5.80 

5.79 

5.71 

5.62 

5.64 

5.57 

5.44 

5.35 

5.36 

6.45 

5.41 

5.69 

1923 

5.42 

5.49 

5.62 

5.73 

5.66 

5.66 

5.69 

5.63 

5.65 

5.65 

5.63 

6.63 

5.62 

1924 

5.55 

5.52 

5.57 

5.56 

5.49 

5.43 

5.38 

5.33 

5.38 

5.35 

5.32 

5.31 

5.44 

1925 

5.30 

5.25 

5.24 

5.24 

5.19 

5.15 

5.17 

5.21 

5.18 

5.17 

5.14 

5.14 

5.20 

1926 

5.07 

5.04 

5.05 

4.99 

4.94 

4.92 

4.95 

4.95 

4.97 

4.95 

4.93 

4.89 

4.97 

1927 

4.87 

4.87 

4.83 

4.90 

4.79 

4.80 

4.80 

4.73 

4.73 

4.69 

4.65 

4.62 

4.77 

1928 

4.61 

4.61 

4.59 

4.60 

4.64 

4.75 

4.79 

4.82 

4.79 

4.78 

4.75 

4.77 

4.71 

1929 

4.79 

4.86 

4.92 

4.91 

4.91 

4.98 

4.97 

4.99 

5.01 

5.01 

4.94 

4.84 

4.93 

1930 

4.86 

4.89 

4.80 

4.78 

4.77 

4.76 

4.74 

4.68 

4.65 

4.67 

4.75 

4.85 

4.77 

1931 

4.70 

4.70 

4.67 

4.76 

4.76 

4.81 

4.81 

4.85 

5.08 

5.57 

5.61 

6.26 

5.05 

1932 

6.08 

6.13 

5.85 

6.11 

6.38 

6.60 

6.51 

5.83 

5.54 

5.51 

5.57 

5.60 

5.98 

1933 

5.30 

5.35 

5.61 

5.31 

5.40 

5.09 

4.83 

4.77 

4.96 

4.97 

5.35 

5.27 

5.23 

1934 

5.00 

4.70 

4.55 

4.43 

4.37 

4.30 

4.28 

4.34 

4.42 

4.36 

4.28 

4.27 

4.44 

1935 

4.21 

4.13 

4.11 

4.08 

4.03 

3.99 

3.89 

3.87 

3.85 

3.82 

3.73 

3.65 

3.95 

1936 

3.57 

3.55 

3.55 

3.57 

3.53 

3.51 

3.48 

3.44 

3.41 

3.37 

3.31 

3.28 

3.46 

1937 

3.30 

3.40 

3.50 

3.57 

3.48 

3.43 

3.41 

3.41 

3.46 

3.53 

3.54 

3.50 

3.46 

1938 

3.50 

3.51 

3.56 

3.73 

3.56 

3.68 

3.62 

3.57 

3.60 

3.53 

3.46 

3.42 

3.56 

1939 

3.32 

3.26 

3.22 

3.22 

3.16 

3.13 

3.07 

3.11 

3.49 

3.35 

3.16 

3.14 

3.22 

1940 

3.08 

3.05 

3.04 

2.99 

3.08 

3.10 

3.01 

3.03 

3.01 

3.01 

2.96 

2.92 

3.02 

1941 

2.95 

3.00 

3.01 

3.04 

2.99 

2.95 

2.90 

2.90 

2.91 

2.87 

2.86 

2.95 

2.94 

1942 

2.96 

2.98 

3.00 

2.98 

3.00 

3.01 

2,99 

2.99 

2.98 

2.95 

2.94 

2.96 

2.98 

19^3 

2.93 

2.89 

2.88 

2.88 

2.87 

2.85 

2.82 

2.81 

2.82 

2.83 

2.84 

2.87 

2.86 

1944 

2.83 

2.83 

2.82 

2.82 
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MOODY'S BOND YIELD AVERAGES 


BASED ON BONDS OF 120 DOMESTIC COP POHAT IONS-COMPOSITE AND ACCOPJ)ING TO RATINGS 

UNI T ; PERCENT PER ANNUM 

30 DOMESTIC CORPORATIONS-RATING A 


Year 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

Deoember 

Average 

1920 

6.38 

7.15 

7.11 

7.34 

7.60 

7.58 

7.62 

7.69 

7.48 

7.34 

7.45 

7.71 

7.41 

1921 

7.52 

7.50 

7.53 

7.53 

7.50 

7.58 

7.53 

7.43 

7.23 

7.03 

6.62 

6.39 

7.28 

1922 

6.41 

6.33 

6.22 

6.05 

5.93 

5.97 

5.83 

5.85 

5.79 

5.91 

5.99 

6.04 

6.03 

1923 

6.04 

6.07 

6.24 

6.25 

6.17 

6.19 

6.21 

6.06 

6.15 

6.23 

6.22 

6.22 

6.17 

1924 

6.16 

6.18 

6.10 

6.09 

6.00 

5.90 

5.79 

5.84 

5.83 

5.78 

5.72 

5.72 

5.93 

1925 

5.70 

5.61 

5.66 

5.63 

5.46 

5.44 

5.51 

5.56 

5.53 

5.54 

5.51 

5.46 

5.55 

1926 

5.38 

5.33 

5.34 

3.27 

5.18 

5.18 

5.21 

5.23 

5.23 

5.23 

5.17 

5.16 

5.24 

1927 

5.11 

5.13 

5.12 

5.06 

5.05 

5.06 

5.04 

5.01 

5.01 

4.97 

4.94 

4.92 

5.04 

1923 

4.91 

4.92 

4.92 

■4.91 

4.96 

5.07 

5.09 

5.10 

5.07 

5.04 

4.99 

5.08 

5.01 

1929 

5.10 

5.14 

5.24 

5.23 

5.24 

5.31 

5.32 

5.39 

5.43 

5.38 

5.33 

5.21 

5.23 

1930 

5.23 

5.25 

5.15 

5.12 

5.07 

5.03 

5.06 

5.00 

4.94 

5.06 

5.21 

5.43 

5.13 

1931 

5.26 

5.29 

5.30 

5.52 

5.65 

5.75 

5.64 

5.88 

6.29 

6.88 

6.90 

7.70 

6.01 

1932 

7.06 

7.06 

6.80 

7.48 

8.40 

8.50 

8.19 

6.84 

6.45 

6.44 

6.53 

6.61 

7.20 

1933 

6.16 

6.30 

6.64 

6.85 

6.29 

5.88 

5.58 

5.51 

5.70 

5.76 

6.22 

6.21 

6.09 

1934 

5.72 

5.24 

5.12 

4.97 

4.96 

4.96 

4.93 

5.09 

5.17 

5.00 

4.93 

4.86 

5.08 

1935 

4.74 

4.63 

4.67 

4.69 

4.59 

4.52 

4.46 

4.49 

4.48 

4.49 

4.45 

4.35 

4.55 

1936 

4.21 

4.12 

4.10 

4.12 

4.11 

4.09 

4.05 

3.99 

3.94 

3.90 

3.8S 

3.78 

4.02 

1937 

3.77 

3.85 

3.97 

4.04 

3.98 

3.96 

3.94 

3.94 

4.02 

4.16 

4.24 

4.20 

4.01 

1938 

4.20 

4.24 

4.34 

4.49 

4.28 

4.41 

4.21 

4.13 

4.20 

4.08 

4.02 

4.02 

4.22 

1939 

3.97 

3.94 

3.87 

3.97 

3.92 

3.86 

3.83 

3.80 

4.05 

3.94 

3.78 

3.74 

3.89 

1940 

3.69 

3.68 

3.65 

3.59 

3.65 

3.70 

3.57 

3.55 

3.52 

3.43 

3.40 

3.36 

3.57 

1941 

3.36 

3.38 

3.37 

3.38 

3.34 

3.31 

3.26 

3.24 

3.24 

3.21 

3.19 

3.27 

3.30 

1942 

3.30 

3.29 

3.32 

3.30 

3.31 

3.31 

3.28 

3.27 

3.26 

3.24 

3.24 ' 

3.23 

3.28 

194? 

1944 

3.20 

3.U 

3.17 

3.10 

3.1* 

3.10 

3.1^ 

3-09 

3.13 

3.H 

3.09 

3.08 

3.10 

3.10 

3.11 

3.13 

3.13 
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MOODY’S BOND YIELD AVERAGES 


BASED OF BONDS OF 120 DOMESTIC CORPORATIONS-CCMPOSITE AND ACCORDING TO RATINGS 

UNIT: PERCENT PEP. ANNUM 

30 DOMESTIC CORPORATIONS-RATING BAA 
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1 


Year 

January 

Fobruary 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

Average 

1920 

7.78 

7.94 

7.97 

8.17 

8.39 

8.39 

8.52 

8.39 

8.14 

7.99 

8.21 

8.56 

8.20 

1921 

8.50 

8.42 

8.55 

8.53 

8.52 

8.56 

8.48 

8.51 

8.34 

8.34 

7.88 

7.61 

8.35 

1°22 

7.70 

7.55 

7.45 

7.14 

6.89 

6.97 

6.89 

6.85 

6.75 

6.78 

6.98 

7.02 

7.08 

1923 

6.98 

6.97 

7.09 

7.17 

7.17 

7.21 

7.34 

7.38 

7.38 

7.46 

7.40 

7.38 

7.24 

3924 

7.24 

7.14 

7.08 

7.03 

6.97 

6.82 

6.67 

6.69 

6.73 

6.62 

6.54 

6.46 

6.83 

1925 

6.44 

6.36 

6.36 

6.41 

6.30 

6.18 

6.20 

6.24 

6.20 

6.17 

6.17 

6.15 

6.27 

1926 

6.09 

6.02 

6.05 

5.98 

5.86 

5.80 

5.79 

5.81 

5.79 

5.81 

5.77 

5.68 

5.87 

1927 

5.61 

5.59 

5.54 

5.48 

5.50 

S.5S 

5.55 

5.48 

5.42 

5.38 

5.35 

5.32 

5.48 

1928 

5.35 

5.33 

5.32 

6.33 

5.42 

5.55 

5.58 

5.61 

5.S9 

5.58 

5.55 

5.60 

9.48 

1929 

5.63 

5.66 

5.79 

5.80 

5.80 

5.94 

5.95 

6.04 

6.12 

6.11 

6.05 

5.95 

5.90 

1930 

5.92 

5.89 

5.73 

5.70 

5.72 

5.78 

5.77 

5.73 

5.65 

5.94 

6.25 

6.71 

5.90 

1931 

6.41 

6.38 

6.44 

6.72 

7.15 

7.36 

7.08 

7.47 

8.07 

9.04 

8.93 

10.42 

7.62 

1932 

9.13 

8.87 

8.83 

10.46 

11.63 

11.52 

10.79 

8.22 

7.61 

7.87 

8.24 

8.42 

9.30 

1933 

8.01 

8.37 

8.91 

9.12 

7.74 

7.07 

6.62 

6.77 

7.27 

7.49 

7.98 

7.75 

7.76 

1934 

7.01 

6.27 

6.26 

6.01 

6.05 

6.06 

6.13 

6.49 

6.57 

6.40 

6.37 

6.23 

6.32 

1935 

5.93 

5.95 

6.20 

6.13 

5.94 

5.77 

5.67 

5.58 

5.53 

5.54 

5.43 

5.30 

5.75 

1936 

5.00 

4.80 

4.86 

4.91 

4.94 

4.90 

4.84 

4.74 

4.62 

4.54 

4.52 

4.53 

4.77 

1937 

4.49 

4.53 

4.68 

4.84 

4.e4 

4.93 

4.91 

4.92 

5.16 

5.52 

5.82 

5.73 

5.03 

1938 

5.89 

5.97 

6.30 

6.47 

6.06 

6.25 

5.63 

5.49 

5.65 

5.36 

5.23 

5.27 

5.80 

1939 

6.12 

5.05 

4.89 

5.15 

5.07 

4-91 

4.84 

4.85 

5.00 

4.88 

4.35 

4.92 

4.96 

1940 

4.86 

4.83 

4.80 

4.74 

4.94 

5.11 

4.80 

4.76 

4.66 

4.56 

4.48 

4.46 

4.75 

1941 

4.38 

4.42 

4.38 

4.33 

4.32 

4.31 

4.28 

4.27 

4.30 

4.28 

4.28 

4.38 

4.33 

1942 

4.29 

4.29 

4.30 

4.26 

4.27 

4.33 

4.30 

4.28 

4.26 

4.24 

4*24 

4.28 

4.28 

19^3 

1944 

4.16 

4.08 

4*01 

3.96 

3.91 

3.88 

3*81 

3.81 

3.83 

3.82 

3.83 

3*82 

3.91 

3.76 

3.72 

3.70 

3.68 









Source of data: Moody’s Bond Yield Averages are computed by Moody’s Investors Service and are issued in their publications. The Bond Yield Averages 
are reproduoed in Survey of Current Business, November 1937, 1938 Supplement, and March 1939. The above figures wore taken from the last named source 
for the period from January 1920 to January 1939j and were taken direct from Moody's Bond Survey for tho subsequent months* 
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[2808] Schedule No. 1, Page 6 

Compilation of Moody’s Bond Yield Averages 

In the compilation of Moody’s Bond Yield Averages! 
daily yields for each individual bond are computed on the: 
basis of closing prices. Unweighted arithmetic averages 
are computed to obtain each of the series shown. The 
monthly series are arithmetic averages of the dailv figures, 

Occasional substitutions in the bond list have been made 
when ratings have been changed, when a bond is called! 
when a bond sells too far above its call price, or because oi| 
approaching maturity. Suitable adjustments (usually 
small), which are gradually amortized, are introduced tej 
prevent such substitutions from impairing the compara¬ 
bility of the series. No convertible or other unusual issues 
arc included and the average maturity is close to 30 years. 

Only 60 bonds were used in the averages from 1920 to 
1927, inclusive. From 1928 to 1933, inclusive, 120 bonds 
were used, no adjustment being required to connect the two 
series. Since 1933 it has not been possible to find a sufficient 
number of representative bonds for some of the Industrial 
and Railroad groups, and therefore contain a less number 
from time to time. However, the averages for these groups; 
are given equal weighting in combining them with otherj 
group averages. 

Key to Moody’s Bond Ratings 

Moody’s Ratings are an indicator of the relative invest¬ 
ment quality of bonds. 

The Ratings arc defined by Moody’s Investors Service as 
follows: 

AAA 

Bonds which arc rated Aaa are judged to he of the 
best quality. They carry the smallest degree of invest¬ 
ment risk and are generally referred to as “gilt cdgc.”| 
Interest payments are protected by a large or by an! 
exceptionally stable margin and principal is secure.! 
While the various protective elements are likely to 
change, such changes as can be visualized are most 
unlikely to impair the fundamentally strong position 
of such issues. 

67—9181 
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[2809] Schedule Xo. 1, Page 7 

AA 

Bonds which are rated Aa are judged to be of high 
quality by all standards. Together with the Aaa group 
they comprise what are generally known as high grade 
bonds. They are rated lower than the best bonds be¬ 
cause margins of protection may not be as large as in 
Aaa securities or fluctuation of protective elements 
may be of greater amplitude or there may be other ele¬ 
ments present which make the long term risks appear 
somewhat larger than in Aaa securities. 

A 

Bonds which are rated A possess many favorable 
investment attributes and are to be considered as 
higher medium grade obligations. Factors giving 
security to principal and interest are considered ade¬ 
quate but elements may be present which suggest a 
susceptibility to impairment sometime in the future. 

BAA 

Bonds which arc rated Baa are considered as lower 
medium grade obligations, i. e., they are neither highly 
protected nor poorly secured. Interest payments and 
principal security appear adequate for the present but 
certain protective elements may be lacking or may be 
characteristically unreliable over any great length of 
time. Such bonds lack outstanding investment charac¬ 
teristics and in fact have speculative characteristics 
as well. 


Source of definition of Ratings: Moody’s Public Utili¬ 
ties, 1942, page vi. 


* 















YIELD OH UNITED STATES TEEASUHT BONDS 


BASED OH AVEBASI OT YIELDS Of ALL OUTSTAHDING BONDS DU1 OB CALLABLE ATTXB SVELTE TXAB8 1 J 

UNIT* FEBCE5? PEB AHHUM 



January 

Tebruary 

March 

Aoril 

May 

_ Juno 

Jtiiy ... 

August 

September 

October 

Sorcmber 

December 

Average 

:9.r> 

4.93 

5.05 

5.09 

5.28 

5.58 

5.53 

5.57 

5.67 

5.44 

5.08 

5.21 

5.40 

5.32 

19?1 

5-23 

5.28 

4.pO 

5.27 

4.42 

5.24 

5.27 

5.27 

5.26 

5.22 

5.12 

4.83 

4.63* 

4.47 

5.09 

1922 

4.45 

4.28 

4.26 

4.24 

4.14 

4.12 

4.19 

4.30 

4.30 

4.35 

4.30 

1923 

4. j2 

4.33 

4.38 

4.55 

4.37 

4.34 

4.34 

4.35 

4.36 

4.40 

4.37 

4.35 

4.36 

192U 

4.50 

4.28 

4.23 

4.23 

4.15 

3.98 

3.94 

3.91 

3.92 

3.87 

3.90 

3.96 

4.06 

1925 

3. J 6 

3.95 

3.S6 

3.93 

3.87 

3.79 

3.79 

3.85 

3.85 

3.82 

3.79 

3.80 

3.86 

l?;6 

3*77 

3.71 

3.71 

3.70 

3.67 

3.67 

3.34 

3.68 

3.70 

3.70 

3.68 

3.62 

3.56 

3.68 

192? 

3.31 

3.48 

3.37 

3.35 

3.31 

3.36 

3.32 

3.30 

3.29 

3.23 

3.17 

3.34 

192b 

5.1 & 

3-19 

3.17 

5.20 

3.24 

3.29 

3.^ 

3.% 

} Jig 

3.48 

3.39 

3.46 

3.33 

192*? 

3.32 

5.52 

3.74 

3.65 

3.64 

3* fc 9 

3.54 

3.70 

3.68 

3.60 

3.36 

3.37 

3:60 

1930 

3.^3 

3.41 

3.29 

3*37 

3.:<i 

3.25 

3.25 

3.26 

3.24 

3.21 

3.19 

3.22 

3.29 

1931 

3.20 

3.30 

3.27 

3.2o 

3.16 

3.13 

3.15 

3.13 

3.25 

3.63 

3.63 

3.93 

3.34 

1932 

4.2c 

4.11 

3.92 

3.42 

3.68 

3.76 

3.76 

3.58 

3.45 

3.42 

3.43 

3.45 

3.35 

3.6s 

1933 

3.22 

3.31 

3.42 

3.30 

3.21 

3.20 

3.21 

3.19 

3.22 

3.4b 

3.53 

3.31 

19^ 

3.30 

3.52 

3-20 

3.11 

3.02 

2.53 

2.92 

3.03 

3.20 

3.10 

3.07 

3.01 

3.12 

1935 

2.88 

2.79 

2.77 

2.74 

2.72 

2.72 

2.69 

2.76 

2.85 

2.85 

2.83 

2.83 

2.79 

1436 

2.80 

2.77 

2.71 

2.68 

2.66 

2.65 

2.65 

2.61 

2.60 

2.62 

2.53 

2.51 

2.65 

1937 

2.47 

£.46 

2.60 

2.80' 

2.76 

2.76 

2.72 

2.72 

2.77 

2.7b 

2.71 

2.67 

2.68 

1938 

2.fy 

2.64 

2.3* 

2.62 

2.51 

2.52 

2.52 

2.51 

2.5s 

2.48 

2.50 

2.49 

2.55 

193^ 

2.47 

2.44 

2.34 

2.30 

2.17 

2.13 

2.16 

2.21 

2.65 

2.60 

2.46 

2.35 

2.36 

1940 

2.36 

2.32 

2.25 

2.25 

2.38 

2.39 

2.28 

2.26 

2.18 

2.10 

1.37 

1.89 

2.21 

1?41 

1.99 

2.10 

2.01 

1.96 

1.92 

1.91 

1.90 

I.94 

1.94 

1.88 

1.85 

1.97 

1.95 

1942 

2.01 

£.09 

2.00 

1.98 

1.97 

1.97 

2.00 

2.02 

2.03 

2.05 

2.06 

2.09 

2.02 

1943 

1944 

2.06 

1.94 

2.11 1/ 
1.93 1/ 

2.12 

2.06 

1.96 

1.93 

1.91 

1.92 

1.90 

1.90 

l.9 b 

1.94 

1.98 


Sourco e r catn: The computations were made the U. S. Treasury Derpart^wnt and represent monthly data which are avarice c~ daily figure*. Beginning 
Ja.-raa.ry 19?', aw rag* 71aldo are based on all outstanding Tre^ieury bonds not duo or callable for 12 year* or nor*. Earlier figures aru for Treasury 
bonds not due or callable for ei^ht years or more, together with certain Liberty Loan issues. The yiolde are published in the Stirwy of Current Business 
fros which tno above figures were taken for the period prior to September 1942. Since then figures fire from tha Tederal Be serve Bulletin. 

1/ In April 1944, the series was revieed (beginning lebrnary 1943) to include all outstanding partially tax erampt issues due or callable in more than 
fifteen years. 
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( 1)54 


MOODY'S BOND YIELD AVERAGES 

BASED OH BONDS OF 40 PUBLIC UTILITIES - ACCORDING TO RATINGS 
UNIT: PERCENT PER ANNUM 


10 PUBLIC UTILITIES - RATING AAA 


Year 

January 

February 

March 

April 

Ma£ 

Juno 

Juljr 

Aufcuet 

Septenber 

October 

Norabsr 

Deoember 

Average 

1934 

4.24 

4.10 

4.03 

3.97 

3.93 

3.85 

3.81 

3.83 

3.87 

3.82 

3.78 

3.74 

3.92 

1935 

3.69 

3.61 

3.55 

3.55 

3.56 

3.53 

3.47 

3.51 

3.51 

3.48 

3.41 

3.36 

3.52 

1936 

3.30 

3.26 

3.28 

3.26 

3.23 

3.21 

3.19 

3.20 

3.18 

3.10 

3.13 

3.07 

3.21 

1937 

3.07 

3.16 

3.29 

3.33 

3.28 

3.25 

3.22 

3.20 

3.21 

3,21 

3.15 

3.11 

3.21 

1938 

3.10 

3.09 

3.08 

3.10 

3.03 

3.02 

3.01 

3.01 

3.02 

2.98 

2.94 

2.92 

3.03 

1939 

2.e7 

2.87 

2.86 

2.37 

2.33 

2.83 

2.80 

2.83 

3.14 

3.02 

2.87 

2.32 

2.88 

1940 

2.81 

2.80 

2.76 

2.75 

2.82 

2.85 

2.78 

2.79 

2.74 

2.74 

2.72 

2.72 

2.77 

1941 

2.77 

2.76 

2.74 

2.75 

2.72 

2.69 

2.65 

2.64 

2.65 

2.63 

2.62 

2.71 

2.69 

1942 

2.74 

2.77 

2.79 

2.75 

2.75 

2.74 

2.72 

2.72 

2.71 

2,71 

2.69 

2.71 

2.73 

1943 

1944 

2.70 

2.67 

2.67 

2.66 

2.67 

2.65 

2.66 

2.64 

2.66 

2.63 

2.61 

2.62 

2.64 

2.63 

2.64 

2.68 

2.65 






10 

PUBLIC UTILITIES 

- RATING AA 







Year 

January 

February 

TIarch 

April 

l*ay 

June 

July 

Aujrust 

September 

October 

November 

December 

Average 

1934 

5.29 

4.88 

4.73 

4.66 

4.60 

4.52 

4.46 

4.55 

4.65 

4.59 

4.49 

4.48 

4.66 

1935 

4.40 

4.26 

4.19 

4.11 

4.05 

4.00 

3.93 

3.93 

3.90 

3.35 

3.81 

3.76 

4.02 

1936 

3.70 

3.68 

3.67 

3.69 

3.65 

3.60 

3.57 

3.55 

3.54 

3.48 

3.35 

3.31 

3.57 

1937 

3.33 

3.43 

3.53 

3.56 

3.48 

3.47 

3. *4 

3.41 

3.43 

3.48 

3.42 

3.37 

3.45 

1938 

3.35 

3.35 

3.34 

3.42 

3.31 

3.28 

3.26 

3.26 

3.31 

3.23 

3.14 

3.10 

3.28 

1939 

3.05 

3.01 

2.99 

3.01 

2.96 

2.97 

2.93 

2.97 

3.31 

3.20 

2.99 

2.97 

3.03 

1940 

2.94 

2.94 

2.92 

2.88 

2.99 

2.99 

2.92 

2.92 

2.88 

2.89 

2.86 

2.85 

2.92 

1941 

2.38 

2.88 

2.87 

2.90 

2.87 

2.84 

2 .eo 

2.81 

2.81 

2.76 

2.74 

2.85 

2.83 

1942 

2.37 

2,91 

2.92 

2.89 

2.89 

2.39 

2.86 

2.86 

2.85 

2.83 

2.81 

2.83 

2,87 

!943 

2.79 

2.76 

2.75 

2.75 

2.74 

2.71 

2.68 

2.69 

2.70 

2.70 

2.73 

2.77 

2.73 

1944 

2.74 

2.74 

2.72 

2.71 
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MOODY'S BOND YIELD AVERAGES 

BASED ON BONDS OF 40 PUBLIC UTILITIES - ACCOPDING TO RATINGS 

j 

UNIT: PERCENT PER ANNUM 

j 


I 

10 PUBLIC UTILITIES - RATING A 


Year 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

Novembor 

December 

Average 


1 

1934 

'6.56 

5.78 

5.66 

£.44 

5.39 

5.40 

5.29 

£.43 

5.56 

5.4-0 

5.32 

5.36 

5.55 



1935 

5.18 

4.96 

4.88 

4.79 

4.61 

4.53 

4.42 

4.44 

4.43 

4.40 

4.35 

4.29 

1.C1 



1936 

4.21 

4.17 

4.17 

4.17 

4.14 

4.12 

4.07 

4.06 

4.05 

4.04 

3.95 

3.83 

.08 



1937 

3.82 

3.89 

4.00 

4.07 

4.00 

3.99 

3.94 

3.39 

3.96 

/. 

I • W fc 

4 * ?P 

.03 

”.9i- 



1938 

4.01 

4.03 

3.99 

4.08 

3.95 

3.95 

3.SC 

3.64 

3.85 

3.79 

3.73 

2.74 

3.90 


1 

1 

1939 

3.68 

3.59 

3.54 

3.55 

3.50 

3.47 

3.43 

3.41 

3.71 

3.o8 

2.41 

3.36 

3.52 



1940 

3.34 

3.35 

3.34 

3 .25 

3.30 

3.34 

3.23 

3.21 

3.15 

3.15 

3.11 

3.10 

3.24 



1941 

3.15 

3.20 

3.15 

3.14 

3.08 

0.03 

3.00 

2.98 

3.00 

3.00 

2.98 

2.0G 

3.07 


I 

1942 

3.09 

3.09 

3.12 

3.09 

3.10 

3.12 

3.10 

3.10 

3.08 

3.08 

3.07 

3.06 

3.09 


1 

»-» M 
U5 VO 

3.05 

3.02 

3.01 

3.00 

3.00 

2.98 

2.96 

2.96 

2.96 

2.97 

2.98 

2.99 

2.99 


1 

2.99 

2.99 

2.97 

2.99 











! 



t 



10 PUBLIC UTIL 

ITIES - rati: 

::g baa 








Year 

January 

February 

March 

April 

May 

June 

1 July 

August 

September 

October 

Noveniber 

December 

Avcrr-o 


1 

1934 

8.86 

7.58 

7.58 

7.18 

7.17 

7.20 

■ 7.36 

7.68 

7. ‘.2 

7.33 

7.21 

7.03 

7.49 



1935 

6.60 

6.20 

5.99 

5.94 

5.51 

5.41 

5.22 

5.22 

5.25 

5.24 

5.12 

C 

C* V • 

5.56 



1936 

4.28 

4.60 

4.78 

4.77 

4.7C 

4.72 

.4.62 

4.59 

4.54 

4.53 

4.53 

4.53 

4.57 



1937 

4.50 

4.65 

4.76 

4.98 

5.02 

5.17 

s.oe 

5.04 

5.25 

5.53 

5.50 

5.6C 

5.09 



1938 

'5.59 

5.79 

5.80 

C £>■> 

Oe «w 

5.32 

5.33 

.5.01 

4.92 

c r'C 

i.:o 

4.77 

4.77 

5.26 



1939 

4.66 

4.59 

4.53 

4.62 

4.50 

4.41 

4.39 

4.39 

4.64 

•1.43 

4.33 

4.36 

4.50 


i 

1 

194Q 

4.30 

4.23 

4.14 

4.06 

4.10 

4.15 

3.92 

3.93 

3.91 

»• *- 

3.6S 

3.26 

4.05 

K "J 
CjwO 

CO C'i O 

1 

1941 

3.87 

3.90 

3.90 

3.86 

3.S5 

3.82 

3.82 

T 

w • v- 

Ois 0 

* e 

v» • • •- 


3.55 

3.84 

1242 

3.23 

3.81 

3.84 

3.79 

3.76 

3.73 

, 3.68 

3.67 

3.6<j 

3,66 

3.67 

3.6S 

3.73 

wr r 0 
*-« tr? *-< 

£ 

W 

3.65 

3.61 

3.58 

3.60 

3.60 

3.60 

0.55 

3.55 

3.55 

3.53 

3*55 

3.55 

3.58 

0 

^ 

19UL 

3.54 

3.53 

_3*52 

_3*53_ 










*T» 

Source 

of data: 

Moody's Bond 

Yield Averages for Public Utilities 

ore comoutcd bv V 

oody’s Invos 

tors Service 

and arc i 

esued ir. their publications. 

►h x* 0 

2 : V 2 

SS 

The above figures 

wero taken : 

from Moody's 

Bond Survey, 

October 5, 

1936, 

Sun-i cr.cnt. 

for the period fror January 1934 

to Soptember 

1936, inclusive. 

O ►“* O C7 

W w 

•I 

ro >A 

ar.d vero taken from later supplements to Moody's Bond 

Survey for 

subsequent months. 
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nmm os ouraauroiro p eb u m bp siocks or nactaic ofbatiso ummn 



Olvldead 



^Tlftld (£} Baaed on A vara^a 

of High aad Lew Market Prioe* for Tear 



" 

Same of Oo^aay 

Bate 

1929 

1930 


1932 

mi 

^934 

T935 

mk 

1937 


1939 

1240 

1941 ' 


"SE 

Bangor 2ydro-Hectrle Ce.,The 

6* 

5.9* 

5.94 

5.56 

6.59 

7.50 

7.41 

6.00 

5.45 

5.19 

5.17 

5.53 

5.45 

5.22 

5.36 

5.3® 

Cleveland Use trio HlTnri fiating 0o,,5he 

( 6* 

5.44 

5.36 

5.45 

5.96 

5.85 

5.73 

5.33 



mm 


op 





( 

- 

- 


- 

- 

a* 


4.11 

4.17 

4.08 

4.06 

4.04 

4.01 

4.10 

3.98 

Connecticut tight A Powr Oo.,The 

( 5* 

5.58 

5.45 

5.47 

5.53 

6.47 

5.14 

4.91 

4.78 

4.85 

4.82 

4.74 

4.74 

4.97 

^m 



( $2.20 

- 

mm 

- 


- 

- 

- 

- 

- 

- 

mm 

- 

4.37 

4.06 

Consolidated Mdleon Company of Sew fork, Inc. 

$5*00 

5.18 

4.88 

5.13 

5.83 

5.55 

6.02 

5.64 

4.74 

5.00 

5.18 

4.76 

4.82 

5.28 

5.81 

5.10 

Consolidated Oa* Xlectrle Ligit A Power Co.of Bel to.( 5 * 

4.98 

4.88 

4.89 

5.14 

5.18 

5.03 

4.51 

4.U0 

4,44 

4.35 





mm 


( 4g 

- 

- 

mm 


mm 

- 

- 

- 


3.87 

3.90 

3.92 

4.06 

3.88 

Costumer* Power Co. 

( 6* 

5.85 

5.78 

7.69 

6.84 

11.01 

8.76 

6.61 

5.68 

mm 





ew 



( $ 4.50 


- 

- 

- 

- 

mm 

- 

aw 

5.22 

5.19 

4.74 

4.46 

4.51 

5.05 

4.59 

Dwyton Power A Light Co.,C m 

( ft 

5.63 

5.58 

5.56 

6.19 

8.45 

7.14 

5.93 


m 

w. 

m 






( *2* 

I* 

mm 

- 


- 

- 

“ 

4.18 

4.38 

4.21 

4.17 

4.07 

4.03 

4.25 

4.00 

Uuqnesne Idgxt Co., 9m (l*t.Preferred) 

5* 

5.10 

4.85 

5.01 

5.50 

5.34 

5.08 

4.57 

4.40 

4.44 

4.34 

4.36 

4.32 

4.36 

4.35 

4.22 

Metropolitan Xdlson Co. 

$ 6.00 

5-83 

5.81 

6.45 

8.88 

10.04 

9.23 

6.82 

5.93 

6.52 

7.53 

6.19 

5.67 

5.66 

5.82 

5.47 

Se break* Power Oo. 

7* 

6.60 

6.44 

6.53 

7.33 

9.46 

7.24 

6.19 

6.22 

6.53 

6 .U 7 

6.39 

6.26 

5.19 

6.53 

6.51 

Ohio Public Servloe Oo. 

e* 

6.22 

6.35 

10.00 

9.92 

17.14 

11.27 

7.67 

6.05 

6.16 

6 .U 9 

5.90 

5.79 

5.64 

6.35 

5.57 

Pacifle Oee A Xlectrle Co. (1st.Proffered) 

52* 

5.98 

5.51 

5.61 

6.71 

6.77 

7.31 

6 .O 3 

4.86 

5.01 

5.00 

4.30 

4.74 

4.72 

5.51 

4.47 

Public Service Xleotrlc A Oee Co. 

( 6* 

5.60 

5.47 

m 

rnm 



tm 

m 


mm 

.. 

m 



mm 


( $5.oo 

ae 


5.13 

5.36 

5.34 

5.14 

4.72 

4.42 

4.48 

4.37 

4.38 

4.30 

4.32 

4.40 

4.22 

Southern California Xdieon Co.,Ltd. (Series C) 

52* 

5*79 

5.54 

* 5.70 

6.81 

7.38 

8.00 

6.47 

5.10 

5.36 

5*3® 

5.03 

5.06 

5.03 

5.35 

4.58 

Virginia Electric A Power Co. 

$ 6.00 

5.97 

5.81 

6.32 

8.00 

8.24 

8.53 

6.49 

5.37 

5.45 

5.42 

5.21 

5.2* 

5.16 

5.26 

5.04 

Taahlngtos Water Power Co. 

$ 6.00 

6.19 


6.20 

2a& 

8.92 

&S5 

7.09 

5.83" 

a«2i 

6.36 

5.80 

Si§a 

6.04 

6.05 

5*51 

Average 1/ 


5.74 

5«§° 

6.09 

£J2 

8.04 

2sS. 

5.94 

5H0 

5sl2 

5s21 


4.91 


5.16 

4.79 

Index (1929 Average - 100) 


100.0 


106.0 

11L2. 

140.0 

2 ihl 

88.7 

22^ 

9.18 

96.4 


86.1 

89.9 

SlA 


Source of Data: Moody 1 • Public Utility Vassal*, aad a* stated below. 

So tea: The above li*t Include* all electric operating utility preferred stocks Hated lu Schedule 13 of *2he Problem of the 'Pate of Betum* la Public Utility 
Regulation" (federal Connusication* Cossl**lon, June 15 , I 93 S), for which preferred dividend* aad prior requlreoent* were earned In oxeoea of 1.3° time* 
in 1938, and for which market quotation* for each year were available* 

Thm above yield* are baaed on market quotation* for year* 1923 to 1938, inclusive, a* published, with son* exceptions, in Moody's Public Utility Vassal*, 
and on quotation* for 1939 to 19^3* inclusive, a* published in the Bank aad Rotation Becord. Market price* need in the cogitation* represented, for the 
most pert, average a of yearly high and low prices; in certain instance* bid, sal*, or average* of yearly high and law bid price* were used, depending upon 
the nature of the quotation*. 

1/ Unweighted arithmetic average. 
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1^)50 


lamlpge-Prlce Batlo (^) Based on Average of Hl#i and Low Market Price a for !mt 


Same of Company 

1929 

122° 

ia& 

1222 

1933 

122ii 

1222 

1226 

1937 

1938 

1939 

1240 

1941 

1242 

1943 

Boston Sdlson Co. 

4.24 

5.39 

6.34 

7.65 

6.66 

7.48 

7.02 

5.34 

6.34 

6.93 

6.18 

7.08 

8.84 

10.00 

7.44 

Central Hudson Gas & Electric Corp. 

3.13 

3.97 

4.54 

7.71 

7.92 

9.05 

7.88 

5.67 

6.18 

6.80 

6.18 

5.85 

8.00 

10.77 

5.50 

Cleveland Electric Illumlnoting Co.,The 

5.21 

4.06 

6.69 

7.56 

5.^3 

6.61 

6.24 

5.30 

6.50 

6.99 

6.76 

7.87 

7.15 

7.64 

6.53 

Commonwealth Sdlson Co, 

3.94 

4.54 

5.55 

7.30 

S .06 

10.88 

8.77 

6.29 

7.53 

9.58 

8.42 

7.90 

8.40 

8.46 

7.31 

Connecticut Power Co, 

2.50 

3.75 

5.27 

7.15 

6.20 

6.67 

5.69 

4.99 

5.60 

5.79 

5.53 

5.65 

7.34 

7.56 

6.38 

Consolidated Sdlson Co.of 5. I, Inc, 

3.61 

4.70 

5.92 

8.17 

6.77 

6.62 

7.90 

6.16 

6.11 

8.15 

7.16 

8.22 

II .43 

12.56 

8.55 

Consolidated Gas Electric Light & Power Co, of Balto, 

S .60 

5.04 

6 . 5 s 

s.oo 

6.S9 

6.92 

6.18 

5.06 

6.19 

6.29 

6.37 

5.91 

8.25 

8.56 

7.02 

Detroit Edison Co.,The 

4.16 

4.20 

5.f9 

i 5.92 

6.92 

5.80 

7.81 

5.97 

6.65 

6.45 

6.63 

7.54 

9.80 

7.W 

7.03 

Duke Power Co, 

3.87 

3.71 

4.67 

6.95 

7.06 

6.39 

7.55 

6.34 

7.01 

6.95 

7.90 

8.25 

7.93 

7.76 

7.17 

Hartford Electric Light Co.,The 

2.35 

3.90 

4.95 

j 6.39 

5.83 

5.60 

4.99 

4.4o 

5.34 

5.18 

5.06 

5.10 

5.65 

3.49 

5.44 

Pacific Gao & Electric Co, 

5-oo 

5.32 

6.23 

7.80 

6.31 

8.47 

9.38 

7.11 

9.03 

9.36 

9.12 

8.97 

10.04 

11.12 

S.ll 

Pennsylvania Water & Power Co. 

4.69 

5.96 

8.34 

10.64 

9.82 

9.64 

7.12 

5.17 

6.37 

8.25 

6.37 

7.43 

10.10 

10.99 

7.78 

Southern California Edison Co.,Ltd. 

5.10 

5.80 

5.91 

i 8.45 

• 6.27 

7.25 

5.77 

8.52 

8.84 

9.58 

9.11 

8.52 

H .13 

8.83 

6.24 

Tampa Electric Co, 


3.96 

6.37 

8.72 

8.12 

8.60 

2a2i 

6.12 

7.03 

JA ° 

7.42 

7.87 

11,17 

Jcl° 

8.63 

Average 1/ 

4.06 

4.59 

5.95 

LJli 

7.02 

It2I 

Is2i 

5.89 

Soil 

7.42 

7.04 

7.30 

8.95 

_MI 

7.30 

Index (1929 - 100) 

100.0 

ilisi 

146.6 

12 M 

173.1 

186.7 

180 t 6 

11&2 

166.8 

183.0 

izM 

179.8 

220 t 4 

223.4 

172.8 


Source of Data: Moody's Public Utility Manuals, and ae stated 'below. 

Notes: The above Hat includes all olectrlc operating utility common atodcs lloted in Schedule 26 of "The Problem of the ‘Hate of Settm* In Public Utility 
Peculation" (Pedoral Communications Commission, Jane 15, 1938), which are held by the public to the extent of at leaot five per cent of the number of 
ah&res outstanding. 

The above earn!age-price ratios are based on market quotations for years 1929 to 1938, inclusive, as published in Moody's Public Utility Manuals, and 
on quotations for 1939 to 1943, Inclusive, as published in the Bank and Rotation Eecord* Market prices used in the cosjputatlous represented, for the 
CO rnoat part, averages of yearly higi and low prices; in certain Instances averages of yearly high and low bid prices were used, 

co 

W 1 J Unweighted arithmetic average. 
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SCHEDULE HD* 9 
PAGE 2 

hot coHPoaAua 
ISSUES IK THE 
UNITED STATES 


Source of Data: 

The Commercial and. Financial Chronicle 


Ho tee: 

( 1 ) Eond and note issues maturing later than five years are 
designated as "longi-term", 

(2) Bonds and notes are included at principal amount; preferred 
stocks of a stated par value are included at par, while preferred 
stocks of no par value and all classes of common stock are contputed at 
the offering prices* 


( 3 ) Public utility issues do not include issues of producers 
of natural gas or pipe line companies not engaged in retailing* 

(4) Includes Canadian and other foreign security issues* as 
follows: 


Year 

New 

Capital 

Befunding 

Total 


1934 Other Foreign 

Short-Torn Bonds and Notes 

$ - 

$ 1,200,000 

$ l,200,jx>0 

1936 Canadian: 

iLong-Term Bonds and Notes 
Preferred Stock 

8,000,000 

15 , 000,000 

30 , 000,000 

3S,000,( 

15 , 000 ,< 

boo 

500 

1938 Other Foreiei: 

Common Stock 

62,500 


62 .! 

500 


1939 Canadian 

iong-Term Bonds and Hotes 

1942 Other Foreign. 

Common Stocks 

1943 Canadian 

Ijong-Term Bonds and Hotes 


79.500,000 79.500,000 


421,075 - 421,875 


18,000,000 18,000,000 





mwxx • xcoobdibo to mag 


! 2 ) TO Pus^xnffifl 


10f,2 


Boater 

of laaoas 


a* 

Bo Bating Xaalgoad 
Total - 1935 


Ba 

S 

Bo Batin* iiilpti 
Total - 1936 


Bo Satin* Xaal*nad 

Total - 1937 


X 

Baa 

Bo Satin* Xaol*nad 
Total - 193S 


Ba 

Bo Satin* litiptd 
Total - 1939 


Total 

Brlaclpal Xaoont 


26 ^. 531.000 

505.2J2.900 

l65.563.500 

11,500,000 

7.500,000 

67 . 130.000 

,021,457,U60 


273.178.500 

514.945.500 

281,509,400 

5^,250,000 

4.792.800 

2,300,000 

157 . 666.500 


147,000,000 
252,029,000 
121 , 20*,000 
i3.25i.OOO 
36,078.000 


27 , 000,000 

503.075.000 

273.000.740 

16,800,000 

94.912.000 


7 , 000,000 

52.323.000 

257.183.300 

202,700,000 

1,149,000 

262 , 234,000 


Xv«ra*a 

Tiald i 

Satin* 

3.48 

X» 

3.78 

Xa 

4.28 

X 

5.28 

Baa 

6.00 

Ba 


Bo Satin* Xaaiffjad 
Total - 1940 

3.18 

Xaa 

3.39 

Xa 

3.73 

X 

4.03 

Baa 

4.74 

Bo Satin* Xaal*nad 

4.50 

Total -1941 


Boater 
of I.n.. 


X 

Baa 

Ba 

Bo Satin* Xaa! 
Total - 1942 


X 

Baa 

Bo Satin* Xaelgnad 
Total - 1943 


Ba 

B 

Ho Iktin* Xadgnad 
Total 


Total 

Principal Xaoont 


107,000,000 

249,094,000 

218,812,000 

49,100,000 

8,660,000 


5 6,200,000 
0,000,000 
118,000,000 
4,467,000 
238.122.000 


35,000,000 

10,000,000 

32,500.000 

130,000,000 

21,800,000 

42.933.000 

J&VZ&oi/ 


43,300,000 

87,500,00c 

198,500,000 

5.800.000 


XnoTaaiva 

909,500 

2,270,002,400 

1.555.332,940 

685 , 568,000 

43,891,800 

2.300,000 

1.064,201,800 


Xr*ra*a 
Tiald < 


Botax tta ater# ternary yu praparad fro* all fcnora tend latitat of Xlactrlo Oparatln* Utilitlaa aolA In paara 1935 to 1943, InolualT*, 
axoapt aarlal tend and atrial datentora lsanaa. 
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COMMERCIAL LOAN RATES 

average of rates cmargeo customers by banks in principal C'TlES 


monthly basis- 


-OUARTERLY BASIS 




CHART NOl 

; COMMERCI 
LOAN RAT 

IS 

AL 

tl 


. 

[Zj 


II SOUTHERN and 
WESTERN CITIES 


7 NORTHERN AND 
EASTERN CITIES 
(EXCLUDING NEW 
YORX CITY) 


NEW YORK CITY 


cc 

cc 

I— i.so 
















1069 


[28G7] Rate of Return Study 

Table of Contents 
Part 2 

Operating and Financial Statistics of the Natural G^s 

Industry 
* 

Chart Schedule 

Natural Gas Industry in the United States— 

Revenues from Sales to Consumers, Gas Sales 
to Consumers, and Number of Gas Customers, 

Years 1929 to 1942, Inclusive . - 1 

Natural Gas Industry in the United States—Com¬ 
parative Estimated Income Statement for the 

Years 1931 to 1942, Inclusive . - 2 

Monthly Revenues of the Gas Industry, Years 

1940 and 1941. 1 - 

Monthly Revenues of the Gas Industry, Years 

1942'and 1943 . 2 - 

Production, Consumption and Interstate Trans¬ 
portation of Natural Gas, Years 1926 to 1942, 

Inclusive . - 3 

Natural Gas Produced and Consumed, Including 
Receipts from and Deliveries to Other States— 

States of Arkansas, Illinois, Louisiana and 
Missouri . - 4 

Ownership, Issuance, Prices and Yields of Securities ot 

Natural Gas Companies 

Chart Schedule 

Securities of Natural Gas Companies—Summary 

According to Classes of Holders. - 5 

Bonds, Debentures and Notes of Natural Gas Com¬ 
panies : 

Holdings by Public . - 5-A 

Holdings by Institutions . - 5-B 

Holdings by Affiliates . - 5-C 

Preferred Stocks of Natural Gas Companies: 

Holdings by Public. - 5-D 

Holdings by Affiliates . - 5-E 

Common Stocks of Natural Gas Companies: 

Holdings by Public. - 5-Fl| 

Holdings by Public—Earnings Data. - 5-F2 

Holding by Affiliates. - 5-G 

68—9181 


















1070 


[2868] Bonds of Natural Gas Companies Sold 


in Period from January 1, 1935 to October 31, 

1942—Cost of Money to Issuing Companies 

and Yield to Public . - 6 

Recent Note Issues of Natural Gas Companies . - 7 

Preferred Stocks of Natural Gas Companies Sold 

in Years 1935 to 1942, Inclusive . - 8 

Common Stocks of Natural Gas Companies Sold 

in Years 1935 to 1942, Inclusive. - 9 

Data on Seeuritv Is'sues of Natural Gas Com- 
panics for the Period Since November 1, 

1942 . - 10 








an urn ira ki xsicrmi svo tykaiw 


Ht (3 • 

C •*» O • 

t S 5 3 

+* r* C «5 


KNW KVwfyflr #-t ©VO KVfcO O «-f IfVCV 

C cv c© r—so vo r—vo r^-vD r— p- r-- 1 — 

OJ h H H H n H ri H H H H H H 

ocoooooooocooo 


C CM k»*h p^vp-pm iTvC p-a.«-< O r-Vr* 
O ••••••••••■!•■ 

** » »T\r^c\. w (\i «/ »nw C >0 r- 

« C\j pvpVuvoo r —«-h 00 up crv 3 hvo 

2 u^r-»o cv ^«Ni « cu 33 vo cvavi*- 
m kcu; » ^p i/vcm cv© © cm kv 

u CM<MCU»-<iH(\jCU<\JCMr-<aiCuCMCM 


C O vo p^v r*-3 3 cm cm 3 oo vc oo cy 
cvcr>cvvOvo © p-> 3 oo 3 vo cm 3 uv 
• ••••••*••«••» 

<\» cm a%vo r —3 p-3 uvvc w^w 
oo Q v t. kn f"- LTvir cv o-v r— *-• ov g> uS 
r- J*u to ^v3 irv^i oo Cu uW\0 cm 

tfVurvp*vCM cv kv p"\3 k%k» 


tfVtC»irMrVlT\3 3 3-3 3 3 3 33 

ccoooooooooooo 


• CM K\K) o H“v*0\T> Cv 3 Cm P-CM O 

o •••••••••»■••»• 

• Q UVCM PV© P—OCMOOVOp-PVCUVO 
>1 oo r—vo k w »a«r|HpH p"v 3 r— 
*—* rHrHr4r-4#H*4#-4CMCM<MCMCMCM<M 




f-i p- © f^rlHVO Kv f*\ P- v 

c c»cvCvcvovav© c cv< 


» • • • 

r—to vo 

Ooh 


o > 

5 2 


s 3 

^ I 


p* P—3 f-I^O «0 KN3 K>*-< r*-3 CM 
hh h O0cr\0>q>^-r-vo 
vo vo p— p- r«- r— p~ r--vO vo v£» vc vo vo 

oooooooooooooo 


3 ^NW3flVP‘HN*»^03«r\0> 

o #••♦*#•###«#•♦ 

H CN» lAW H K\3 MV PV \ <7% P— 

#H VO tCMTv »CV lA ITV iTVtfV lC\ kTV tfV lT\ tfVVO 


K\3 U*\3 VD UVp*V PVCM P—I-4V03 
cm © cv r—cv c—vo 3 p— <7> © cm p— av 
• •»•••»««••••• 
h h o a\r—v© r— oc oovo oo o oo o 
3 33 P^PV K\ P \ KV KV P^V rvF ^\3 


3 p 

oooooc?oooooooo 


r—r—#-» r-CM P-w 3 crvovKV© n O 

*•«••*••••«••• 

© OV3 HV**3 H ^ W p>tM KV 

r— tf \3 h \3 v?vvO oo 00 VO oo tic o H 

rtnHHHHHHHHr’lHOJW 


OO P-© CM P-V©V© 0t» r+ r- o%0 

CVJVO VO3 3 3 CM ©v »h p— r*- o5 pv f*\ 
«•••••••••■••• 

uv cm oo ir\3 uMOH3»H4^o 
vo vO uviTv tfS tr\vO vo uwovovo r— 
♦> 


*h 13 a 

V <» o 

t 8 S 

-S3 £ 

111 


-< r* (T>pMf»r-F-p r->^> >H 

3^R!JS?5S8ftSS8S 

& £i£iikii£ 'ziidi 

H H HHHHHHHCV! 


00 00 

CM 3 O0 r*. 
C^KVtfN 1 


WHO ITV0O3 fH ^ 
<T\ r«- r-4 k%oo r--LA 
t— cv •-« vr» oo CM VD 


cv; 3 oo av p*- oo cm vo crvf'-Qvo oo 3 
vf-v KV 1-v KV KV r^-Jr3 33 uSi?vuSQ> 


•OCM 00 K\3 »H i/\P»^VO^HlVOVOO 
«0 rooj r *-06 C K\r—3 03' Of-W 
OOCVCVCMCMOCMVO K*.»H UV 0 & 00 OO 

to CM o’ OO Q U \ p»t ^4 3 O 0 Ci O r<VQ 
ovop Q r^vOS o >3 oo U>VO 3 O U\3 
UVtX\ur \3 3 MVVO h-w r*-co Cho H 


UV 0 O 3 VD KNQ K \3 ®° Q W'VOffvH 
7>>^c cmm5 h w <m 33 ©vb cm 
N60O3H33O irvOVO r~u\CN 
• »«*!••••••*»»•• 

wnm r^-3 av oo r— kv^ctvcmq cm 
%UVVO VDr-h-h-OOCVOOO CM Hv uS 
1 H rH HI rH fH H 


^ 4 ^lT\fwr^- 00 ^ 4 ^ 400 CV <-4 KVVO 00 
CM CM CM CM CM CM KV K% K \33 33 


H VO N-\3 r^H f^^3 O ic-»icvcrv3 
« cvir\CMCy*^CV3 uvr— C>o cm kW> 
® UV K\3 3333333 lTm/mCVUV 


C 3 £ 


3 T8 2 

E 8 1 


ITS ^ © VO 3 KVVO «-t VO f*—cvr—p-UTN 
V J to U \VO r- ff\VD bo f— CO lT\ aO 

o w Ovr-O H CM © vG ICVVO 3 CM vo r— 

m iT\cvQ »hvovt oo cv © 3 oo 3 icvicv 
< CM H\3 K\H H oj H\mS3 UVOO 00 H 
fl CM CM CM CM CO. CMCMCMCMCMCMCMCM KN 


h w»3 r^-irvHMO^O' o$33 

• CM p—3 H h cu cvv2> r —#hi 06 3 Cv 

• H^H lfS3 C7V00 OVCM <H © U"\CM 

gf i§& 

I _|HVf^VKVHVKNHVK\HVKVKSH , \3 3 3 


i *c 

I C oo OV lev UV 3 HNH(AHOOl^ 
r p—3 *h <7> oo vc r\p-H o 
> ?«3oooooovboo©CM3voto©p*vr- 

O + + 

- g uvuvirvuvicv ir\vr. vo vo vo vr p- p— p- 


IS « 


©Vw'3 Q CM irvifv^ rH CM cr»3 00 3 -* 
>■ KVV. IXVOO I-VVOVO 00 P-VO iTVCM *-4 3 
CM 0C 00 0-4 © r*VP- f—VO © uVCVrH %Z\ 

CO-:© r-^3^ HgVpp P^3* oo* 3** 
u oo f—3 r^vuvoo »H 3 Cm uvcvcm oo 
P^ 33333 tfSlTN 


3 p^>#h r^-iO<rvr—cvoo3 (V r.p-n 

OVCVrH KVVO P- ^4 «-4 K«3 © P— 

CV CVOV oo 00 CV © CMKVCM H*\3 VO P- 


HHHHrlHHH 


■**1 tfv#H oo tr»pv»r.ir\3 »-vco i—oo i/vuv 
Cl CM <M CM^ H.fPNKNPJ 00 3 3 PMCV^ 
^ j 0C <\jH\<VHH\u<P-C»P KWD CT»HV 

U \VO vo vo VO VO vo VO VI. p— P-. p^, p— 00 


jr* a s: «x !X S> S' 9 3 5! 

CM P*V P*V K> rN KV Hs r\ K\ H3 3 3 
CT* Cv <JV OV CV CV CV CV CV ON CVCV Cv CV 


CM K\HM^K , l KVPVHVKVK\K3 3 3 
cv cv cv c> cv cv CV CV CV cv c*» ov cv cv 
HHHHHHHHHriHHHH 


mo H W KV3 uwo r 

CM KV P^V KV P-VHV HV HV P 


Cv Cv Cv cv Cv Cv cv cv Cv Cv cv CV O V 0V 
HHHHnHHHHHHHHH 


/ '—*N U 
V > / I 








2870 


XUUBAL 0*4 XDtHSKT IS Til USIOB K*9t 
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— 2=81 -( ggjggggg » RHjgf? -— - 
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utility Plant (000 o«dtted) 


K.ao.75T «.590.?73 ta.MS8.665 &jjBig2 ta.U67.TO feSglJtt ta.B».H71 ta.77a.556 »a.359.96o 


Source of Data* Animal Statlstio* of tb* Satnral Oa* Industry In 1942, Dollatin So. 53, Ootobar 1943, issued bgr tte Aasrloan Oaa Aaeodatlon. 

Kotos: • Companies formerly distributing Bencfactored gas tot rbich esrs distributing natural gaa at tte beginning of 1942 tea* toon included in tb* abort tabulation for 
all twolr* years. Th» data shewn abors for 1931 to 1942 aro ttorofor* not cos garab l* with data on tto natural gaa Industry previously issosd. for thoaa years, 

** Includes leased property rents. 













MONTHLY REVENUES OF THE GAS INDUSTRY 
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y , ‘-X TTft* iM* 



- 

- 

::tua 

Some* Caa Co. 

Slr-t 7.4..S.S. 64,1943 

i?,ooo,ooc 

100 

6,00 

Jan. 197® 

Sab. i939(o) 

" 

- 

Baa 

. 

- 

- 

- 

- 

■ 

II • • 

Sirat S.i.,3.2. 5^, 194? 

75,000,000 

9<% 

5.8® 

has 19?7 

Sab. 1919(0) 

- 

- 

baa 

a f, Oii, . 

rtT? 7TTTT 

- 

- 

- 

- 

Surp. 

to*0'l >| CU’.'.ttM 

St rat L'*.;a.A Coll .A, 54, 

3^3 

8.0CO.000 

9«k 

6.15 

Juna 1928 

>*e i?4i(t) 

- 

- 

5 

76.6' 59.50 6g.it rt.aa no.ijo 

03? (W s.** 

- 

- 

- 

1 

■ 

II 0 ■ 

Pwbaariraa, a?. 19^1 

900,000 

10c 

5.oo 

April 1041 

- 

901.000 

900,000<t) 

- 

(k) (k) (Ir) 

a. 


- 

| 

XI Snae SaMral Oaa Co. 

rirat htea. S.S..A, 4J<, 

1951 

T.y^.OOO 

0«4 

4.64 

Juna 1936 

Jan. 1939(4) 

- 

- 

Sa 

l^a^C IQl.QQ - 

m 

- 

- 

| 

1 

• 

• ■ 0 

5anr.3aban*vxai, 4 3/44, 
1946 

j.’y.o'/s 

too 

4.75 

J\mm 19 36 

Jan. 1939(4) 

m 

- 






i 

1 

Bmaton Vatural 3 m Corp. 

sirat.0oii.s.s..6M943 

S.V'O.OOC 

100 

6.5* 

Oae. 19?® 

Owe. 1940(a) 

- 

- 

Ba 

louy I0f>y lftj.v vpj.y . 

- 

- 

> 

i 

. 

■ 

H « ■ 

SIrat ht«a.S.S.h4,1955 

3.500.000 

100 

4,00 

•apt. 1940 

- 

3,500,000 

2,377,000 

Baa 

- i^.y lou.oo :ou.^ 

TT-^T TTS? 

103.50 

3.64< 

102.50 

107.50 

Lona Star 9aa Corn. 

•.S.0abantiraa,9i|,1942 

15.000,000 

9® 3/4 5.12 

Ha? 19?7 

Sot. 1937(f) 

- 

- 

A 

10a ... - 

- 

- 

- 


• 

■ • 

ConT.Oabanturaa, J.T., 

1953 

20,000,000 

102 

3.33 

193® 

toir. 194l(*) 

- 

- 

A 

- 105.13 10b.79 >07.50 - 

?/# r,W 

m 

- 

- 

- 

llontana-Pakota Otllltlaa So 

Morvtao* Sowar Jo. SI rat 
«C».5if.l934(6i5 froa 
Jar. 1 ,1939lawfult» ax. 
tandad to 1941*) 

( 5,500,000 
( 1.000,000 
( 1.500,000 
( 500,000 

99 

9® 

*00 

100 

5.73 

5.97 

5.50 

5.JO 

Jan. 1929 
Oot. 1929 
hap 1930 
Oar. 1930 

Jal7 1935(h) 
*UJT 1939(h) 
Jhlp 1939(h) 
Alp 1939(h) 

- 

aa 

Ba 

93.00 101 .'bp .... 
£Z2T TTTTyy 

- 

- 

- 

m 

• 

■ • 

Joint St^.64,19J4(74 from 
Jan.l,l939;aatnrlt7 axtaod- 4,500,000 
ad to 1944} 

99i 

6.14 

Apr. 1930 

Aop. 1939(h) 

- 

- 


36.0a 100,00 100,40 .... 

tjQoC 

- 

aa 

- 

- 

• 

• • 

Oonr.OaboarTjaa,444,1946 

2.100,000 

100 

4.50 

Oot. 1936 

Jan. 1941(1) 

m 

- 

n 

■/5.y 74,7b ®9,->5 IQC.ao - 

CfbX ^or 4,\4T 

- 

- 

- 

- 

• 

• • 

SIrat ttt«a.1.7,414,1994 

9,000,000 

101 

4.41 

•ay 1939 

Sab. 194KJ) 

m 

m 

Baa 

- - lPt.13 104,®< - 

: .-:7ir (Tissy 

- 

- 

- 

- 

■ 

• 

• • 

• • 

71 rat Utca.?^4 Sarlal.194?.. 7,500,000 
19^9 

SIrat »tca.S.S.)44,196l 7.500.0O0 

Taj-loua 0.63-775 

10^ J.76 

Jar. 1941 

Jan. 1941 

m 

2,500,000 

7,500,000 

1,190,000 

1.547.000 

Baa 

Baa 

.... loo.y lpo.y 

- l^a!<8 106.00 

• 

106.90 

3.0? 

IOI.50 

107.00 

107.00 

forth Sann Ok* Oo. 

Slrat ktea.5tf.1957 

( 3,000,000 
( 450,000 

99 

97 

5.57 

5.7? 

toe 19?7 
Sab. 1930 

m 

3,450.000 

3 , 450,000 

Baa 

104.75 104.7? 10SS) «• 00 100.87 97.00 ^6.7? 

o.ut j~r» 

102.50 

5.?5 

103.25 

- 

■ 

■ • 

71rat Utaa.aad Id an, 

6*4. 1947 

440,000 

90 

7.97 

Apr. 19>2 

■^>t.l937 

- 

- 

A 

(k) . 

- 

- 

- 



1 


I KTi 





2884 





Xtco* 

Total 

OTfsnd 

Tloll oa 
Trios Qfforlac 
Off.rod Trio. 

Q1 ill I— Istorml 

tea Oo. 

lint Kt^..ijr.UJ*,i95i l 

>20,000,000 

94 

4.634 

• 

0 

0 

Osnr.Sstantur»s,5H,19U6 

10,000.000 

100 

5.00 

■ 

0 

0 

Tint tft*o. U., >, 

J J/H. 1955 

17,000.000 

103* 

3.46 

TmcAflo LlfJitlM 
(OoaaollteMJ 

Omt, 

U.OstansoPss.4)1,191*5 

10,000,000 

100 

4.30 

• 

0 

0 

•rattan Osllf.Qsa Os. 

Tint m^. 4 ^, 190 . 

12,900.000 

95 * 

4 . 7 * 

• 

0 

0 

•rattan Osllf.OM Oo. 

Tint Kt*., 14,1965 

13,000,000 

101i 

3-91 

0 

0 

0 

•rattan Oollf Oh Oo. ( >0,000,000 

Tint Mt«o. l.T.3t)t,1970 ( 5,000,000 


3.07 

3.03 

• 

0 

0 

■rattan Oooatlos Ou Oo.of 
Osllf .Tint Xtta.*.*.4M9& 

12,000,000 

94 3/U 

4.80 

• 

0 

0 

•rattan OooaUoo Om Oo.of 
Osllf .Tint Ttta.«.T.,3)l.l971 

u, 300,000 

101 

2.95 

halwlli 
I dot 0 * 

> hitorn hp 

»• 

Tint Ift#^ Tint llra,I.T., 
K H. 1952 

2**,000,000 

97* 

4 U 3 

0 

0 

0 

Tint Tint Ura,I.T.. 

». 36, i960 

12,000,000 

102 

2.«7 

0 

0 

0 

Tint tt#4 Tint U«,l,Tt, 

36 . 1962 

10,000,000 

100 3/b 

2.95 

•oatbam 

fetuml Ota Os. 

Tint «V*.«.T.,4)t,1951 

15,000,000 

100 

4.30 

0 

« 

0 

mjjft *o.6)t, i960 

5.7*6,300 


(O 

0 

0 

0 

Tint T.I., *.T. 3^,1956 

13,000.000 

10> 

3.00 

0 

0 

o 

Alatans Om Osa^Mgr, Tint 
•tta.4^.1953- 

1.300.000 

94 

t.57 

OBI tod Om Tlpollao Os, 
(0sM0ll«sto4) 

•rattan Qsa Utllltlot.Xao. 
Tint *^. 6*6 U, 1939 

2.230,000 

99 

6.6e 

0 

0 

0 

■Boston Qolf Os* Oo. Tint 
• 0ollU.66.19t3 

11,000,000 

99* 

6.05 

0 

0 

o 

■oostra Qolf Qu Oo. 
Oobratono. 46« 1 9**3 

*,000,000 

99 

6.60 

0 

0 

i 

Tontaso lota, 66 . 19 tM 3 





fetal 














Footnotesj 


(a) The difference betw e an "total Outstanding" and "Hold by Public" oonaiats 
of seourities bald by lnrtitutlona aad affillataa. 

(b) Saa Sobadula So. 6, Iota (d). 

(o) Citiaa Service Oas Coa^MUoy in December 1930 aold the following iaauaat 

Fir at Mtge 3 3/&> 19U7-5U, 120.000,000 principal anount sold at 
par, privately; 

Debentures 5 l/«t, 1956. 10,000,000 principal anount aold to Citiaa 
Sarrioa Co^asr and subsidiaries; 

Sotaa 3 1/W, I 9 L 0 -U 6 , $15,000,000 principal anount, bank loana aaourad 
by Ilka principal anount of Fir at Mtge 3 1/lfC bonds due 19ko-k6, 

Tba prooaada tbarafroa rare applied to retirement of Citiaa Sarrioa Oas 
Pipeline Company Firat Pipeline 3 F, 6ft, 19^3I Citiaa Sarrioa Oaa Conpany 
First Pipeline S F, 5 l/2>, 19b2; aad a portion of an indebtedneaa due 
tba parent ooapany. 

(d) See Sobadula Ho. 6, Iota (b). 

(a) Houaton Hatural Oaa Corporation retired lta outstanding Firat Coll. S F, 
6ft, 19(43, with portion of prooaada from sale in S opt amber 19(40 of 
$3,500,000 First Mtga S F. I*. 1955- 

(f) Lone Star Oaa Corporation retired its outstanding S F Debentures, 5£» 
19(42, with proceeds from sale in August 1937 of $10,000,000 principal 
anount of unaeoured notea, 1 3/1&-U >, I938-J42. 

(g) See Sobadula Ho. 6, Hote (e) 

(b) Montana^Dakota Utilities Company in Say 1939 sold $9,000,000 Firat St re 
S F, Ufa, 195(4 end $2,100,000 Serial Proaisaory Botea, (4 1/1tfC, 19i*0-ipb, 
and with the prooaada tbarafroa retired entire is sues of Montaaa-Dakota 
Power Cospany Firat Stge 5 1/2JC, 193U, end Joint Stge 6ft, 193k, whose 
aaturity bad been extended to 19(4(4, together with minor Issues of funded 
debt and $900,000 Secured Serial lotas, U 1/lfC. 19tiO-U2. 


1 


Saa Sobadula Ho. 6, Iota (j). 

Saa Schedule Ho. 6, Xota (g). 

Hot available. 

Saa Sobadula Bo. 6, Hot# (i). 

Saa Schedule Ho. 6, Hote (1), 

Saa Sobadula Ho. 6, Bote (a). 

Southern Counties Oaa Coj^>any of California retired lta outstanding Firat Stge 
S F, (4 l/2?C, 1963, with prooaada from sale in January I9I4I of $11,500,000 
Firat Stge S F, j6, 1971. 

Sea Sobadula Bo. 6, Bote (f). 

Zsauad by Southern Hatural Oaa Caapany in 1936 pursuant to reorganization plan* 

Called for redemption in connection with proposed refunding operations by 
United Oas Corporation. 

Holdings by institutions net available. 

Consolidated Gas Utilities Corporation retired its assumed $7,(400,000 Consol* 
listed Oaa Utilities Company First Mortgage and Collateral 6ft. 1943. with 
prooeeda realised from private sale of $6,500,000 First S F, [ft, Series A, 

1956) $900,000 Debenture 195lj and a $100,000 bank loan. 

Southern Hatural Oas Coop any redeemed its First Pipe Line (4 1/fejC, 1951 
(4 l/Zt, 1952, and Adjustment Mortgage 6ft, i960, with funds provided by sale in 
June 19U1 of $15,000,000 Firat Pipe Line S F, 3 1/ft, 1956. 


"Asked" price 
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:r«t krlft/t, S K, 4, 3 l/4£, liM It.^OO.iXC (F.Qu!»»tle IIO A«(Lr«nee Society of V.S. 3,603,000 

(3«trofi'lt‘M Life Jr»ur*r.c* t". 3,410,100 

Ir.Juruiff Cc. .',600,(00 

Tour. Lift' Ait'^tr/r ~ j . -f 1, •.j.OCO 

;lrnt’i»r> Ici jr»r.-e ..>. ?,*• 
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those naraxts stocks o» •ort-'-tiwee natural gas ookpanieb 
teat am: held bt the public 

(In ovary ImtMM the public hoi da the Total OutatandlnA) 


Company 

Ihw# 

Data 

Ratlrad 

Total 

Outitaadlcg 

~WT 

—W 

Araraga of High-Low Prloaa 

Tft? igro w 

r«g" 

~~w 

Tiald in Par 

1937 wir-iw iao 

Cant 

T%r 

T32T 

~I9CT 

Bid ‘ 
Prloa 

Tiald 

Call 

Prlca 

EL PASO NATURAL 0AS COMP APT 

7 % emulative, 14,797 aharaa, $100 par 

- 

$ 1 ^ 1 * 79,700 

$ 101.50 

$ 105.50 

$ 109.50 

$ 110.25 

$105.50 

$ 109.50 

$ 111.00 

6.90 

6.6$. 

6.39 

6.55 

6.64 

6.39 

6.31 

in 

6.31 

no 

BOOSTCW NATURAL 0AS CORPORATION 

T% Cmulatlva, 10,000 aharaa, $50 par 

Mar. 1910(f) 

- 

1.9.25 

1*7.00 

50.50 

53.00 

<•) 

(•) 

- 

7.11 

7.45 

6.93 

6.60 

(•) 

(•) 

- 

- 

- 

- 

LOME STAX OAS C0RP0RAT10M 

6fcC Cumilttl?*, $100 por 

Mov. 1958(b) 

- 

112.00 

109.75 

- 

- 

- 

- 

- 

5.80 

5.92 

- 

- 

- 

m 

- 

- 

- 

- 

MOTT AXA-DAAOTA UTILITIES COMPART 

5< Cmulatlva, 59,592 i/5 aharaa, $100 par 

- 

5.959.260 

59.50 

52.25 

66.00 

62.00 

86.50 

77.3 

89.50 

ej .0 

9.57 

7.58 

6.10 

5.78 

6.47 

5.60 

95 

5.26 

105 

do. 

OX Cumulative, 17,739 aharaa, $100 par 

Oot. 19U3(*) 

1.773.900 

69.50 

60.00 

75.00 

91.50 

95.25 

86.5 

- 

6.63 

10.00 

8.00 

6.56 

6.30 

6.94 

- 

- 

- 

- 

jorth pnr* cis co*PA.Tr 

$7 Prior Pfd., 6,111 aharaa, no par 

- 

601.300 

69.00 

(•) 

<•) 

(a) 

(•) 

<•) 

(•) 

7.67 

(•) 

(•) 

(*) 

(•) 

(•) 

<•) 

(•) 

- 

1074 

OELABOMA MATCRAL CAS CORPORATION 

6< Cotrr. Prior Pfd.. $100 par 

Oot. 1939( 0 ) 

- 

95.50 

97.36 

102.69 

- 

- 

- 

- 

6.26 

6.16 

5 . 8 4 

- 

- 

- 

- 

- 

- 

- 

do. 

$5.5C Cxwulotlro Cobt. Pfd. # 

5^.000 ahar*a, no par 

- (h) 

5.600.00 

• 

- 

109.50 

106.50 

112.00 

106.75 

113.50 

- 

• 

5.02 

5.07 

4.91 

5.06 

4.85 

112 

4.91 

110 

do. 

13.00, 91.055 aharaa. $50 par 

- (h) 

4.552.750 

26.06 

31.50 

12.00 

1|6.50 

50 . 6 ? 

45.00 

46.63 

11 . 51 . 

9.52 

7.14 

6 J .5 

5.93 

6.67 

6.43 

53 

5.66 

55 

PACIFIC LICETIMG CORP. (CONSOLIDATES) 

Paolflo Light lug Corp. 16 CvDBulotlYO. BO par 

July 1939(6) 

- 

102.61 

103.63 

106.63 

- 

- 

- 

- 

5.81. 

5.79 

5.63 

- 

- 

- 

- 

- 

- 

- 

do. 

Pmolflo Lighting Corp. $5 CXamlotlro. 

200.000 •hor#», do par 

- 

20.000.000 

• 

- 

104.63 

104.38 

102.00 

97.00 

105.75 

- 

- 

4.78 

4.79 

4.90 

5.15 

4.73 

107 

4.67 

105 

do. 

Southern California Caa Co. CwulatlY*, 

11U.532 »h*r»«, $25 P*r 

- 

2 , 663.300 

31.00 

30.68 

32.13 

35.00 

52.86 

27-32 

(«) 

Um6U 

4.86 

4.67 

4.29 

4.56 

5.49 

(a) 

c«> 

- 

(a) 

do. 

Souths*ra California Gao Co. 6jC Cuaulatlro. 

A. TO.0J2 oharo#. $25 par 

• 

19.575.600 

29.31 

29.75 

31.50 

32.58 

31.88 

28.63 

34«44 

5.12 

5-Ct* 

4.76 

4.63 

4.71 

5.24 

4.36 

34 

4.41 

(•) 

PAMBAMDLE EASTERN PIPE LIME COM?ATT 

$.« emulative, 168,965 aharaa, $100 par 

- 

11*.996,500 

- 

- 

- 

- 

- 

103.75 

109.38 

- 

- 

- 

- 

- 

5.40 

5.12 

109i 

5.11 

106 


Total held by the publio t7e.0Qg.fl0 


Noteai 


(«) Information not available. 

(b) Punda for rat 1 ramant of entire laaua and for other purpoeea vara obtalnad from aala In Auguat 1936 of 
>20,000,000 S P Cotrv. Dabanturaa, 3fcC, 1953. and 111.300.000 Sarlnl Kotaa, g 7/6(. 1939-45. 


(o) Entire laaua retired to*ether with Plret Mtf. S P Bonda, A, Lt£$, 1951 (oallad September g2, 1939) and 
Cotr». Debanturee, 5X. 1966 (oallad on Ootobar 7, 1939). fund a for ratlraaiant vara obtalnad from aala of 
$17,000,000 fir at Htga. S P Bonda, P, 3 1955) 16,000,000 unaaourad promlaaory notaa, g 3AS. 

19l»l-46j and $5.50 emulative Corra. Prior Prafarrad Stook (56,000 aharaa, no par). 


(d) Paolflo Llchtlac Corporation, In May 1939. offarad 200,000 aharaa of $5 Cvoaulatlve Prafarrad 
no par, to holdara of $6 Cumulative Prafarrad Stook, no par. Thu oow $5 Prafarrad Stook vaa 

ixohsiga for $6 Prafarrad Stook on a ahara for ahara baala. 



aa rollout 1 

CO 

(1) 

161,061 aharaa 

00 

(2) 

36,919 aharaa 

CO 


public 


Stook, 

laeued 


(a) Mot eubjeot to oall. 

(f) Ratlrad at $55 oaah par ahara on March 51, 191.3. 

(() Exchanged at rata of 1 1/10 ahara of 5 % Prafarrad aharaa for aaah OX Prafarrad aharaa 
outrtandlnA. On 0ot. 1, 1943 tha Fadaral Povar Com la a Ion authorlcad tha company to 
laaua 19,513 additional aharaa of 5< $100 par Prafarrad Stock la aanhaoea for tha 
17,739 aharaa of t/X Prafarrad outatandln*. Stockholdara approaad propoaal on Sapt. 20, 1943 

(h) Entlra laaua oallad for radamptlon in 1944. 
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THOSE PREFERRED STOCK OF FTFTY-THREE NATURAL 
GAS COMPANIES THAT APE IKT-D BY AFFILIATES 
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SCHEDULE HO. 5-F 1 

THOSE COMVOH STOCKS OP FORTY-THREE NATURAL 
GAS COMPANIES THAT ARE HELD BY THE PUBLIC 


Total Outstanding 


Total Hold by Publlc(a) 


Par 


of High-Low Price# 


Price Ratio* in Par Cant 


Company 

Shares 

Amount 

Shares 

Amount 

Value 

1937 

1938 

1939 

1943 

1941 

1942 

1945 

1937 

193§“ 

1939 

"TgST 

1941 

“ 1942 

19u3 

-T5?r 


193T 

1940 

19a 

~19u2~ 

19L3 

CONSOLIDATED GAS UTILITIES CORPORATION 

dtt6,027 

# 806,027 

886,027 

# 386,027 

* 1 

# 0 . 09 (k) 

#0.47(k)# 

* 0.1100 

* 0 . 30 (k) 

#0.45(10 

#0.70(k) 

11 . 04 (E) 

* 2.38 

1 0.91 

» 0.94 

* 1.69 

* 1.44 

I 1.69 

# 3.50 

3.78 


11.70 

17.75 

31.25 

a.42 

29.71 

EL PASO NATURAL GAS COMPANY 

901.59U 

5.301.993(b) 

601.594 

5.301.993(b) 

3 

3.00 

3*30 

3.75 i 

3.75 

3-38 

3-51 

3.49 

21.75 

23.44 

35.38 

33.94 

27.37 

22.81 

27.62 

13.79 

14.08 

10.60 

9.69 

12.42 

14.51 

12 .6J 

HOUSTON NATURAL GAS CORPORATION 

159,269 

1.425.^84 

156.289 

1,425.484 

No Par 

1.72 

1.22 

I .83 | 

2.89 

3.41 

2.41 

2.72 

15.50 

8.50 

9-75 

11.38 

15.37 

13.37 

13.75 

11.10 

14.35 

18.77 

25.40 

22.18 

18.02 

19.78 

INTERSTATE NATURAL GAS COMPANY 

952.953 

6.529.530 

211,267 

1,447.179 

No Par 

2.50 

2.13 

2 . 11 ; 

2.07 

2.15 

1.86 

2.47 

25.25 

21.25 

23.75 

23.25 

22.25 

17.75 

20.37 

9.90 

10.02 

8.88 

9.08 

9.66 

10 .i£ 

12.13 

LONE STAR GAS CORPORATION 

5.502.575 

58.a60.404 

5.502.575 

59,460,404 

No Par 

1.14 

0.88 

0.98 i 

1.17 

1.06 

0.39 

0.77 

9.75 

8.57 

8.81 

9.19 

8.31 

7.00 

7.94 

11.69 

10.27 

11.24 

12.73 

. 11-27 

12.71 

9.70 

MEMPHIS NATURAL GAS COMPANY 

918,660 

4.593.400 

476.323 

2,381.615 

5 

0.77 

0.55(0 

0.65 

0.69 

0.50 

0.10 

0.53 

4.63 

3.94 

4.13 

4.38 

4.31 

2.94 

3.45 

16.63 

13.96 

15.74 

15.75 

11.60 

3.40 

15-45 

MONTANA-DAKOTA UTILITIES COMPANY 

679.559 

6.795.591 

679.559 

6.795.591 

10 

0,65 

0.60 

0 . 5 U 

0.89 

1.27 

1.09 

1.07 

11.00 

6.00 

6.25 

7.75 

9.25 

5.25 

6.68 

5.91 

10.00 

8.64 

11.48 

13.72 

20.76 

16.02 

MOUNTAIN FUEL SUPPLY COMPANY 

1,969.902 

19 . 899.025 

1.473.045 

14.730,455 

10 

0.33 

0.38 

0.45 

0.48 

O .56 

O .63 

0.69 

8.38 

5*44 

4.75 

5-44 

5.50 

3.81 

6.94 

3*94 

6.99 

9.47 

8.82 

10.18 

16.54 

9.94 

NATIONAL FUEL-GAS COMPANY 

3,810,183 

39.754.575 

3,810.133 

59.75U.575 

No Par 

0.96 

0.83 

0.95 i 

1.12 

0.93 

0.90 

0.86 

15.75 

13.06 

12.63 

11.56 

11.06 

9.25 

10.25 

6.10 

6.36 

7.52 

9.69 

8.41 

9.73 

8.59 

NORTHERN NATURAL GAS COMPANY , 

1 , 015,000 

20 . 300 . 000 (c) 

355.250 

7.105.000(c) 

#20 

- 

- 

- 

- 

- 

2.93 

3.00 

m 

- 

- 

- 

31.31 

24.50 

29.43 

- 

- 

- 

« 

- 

11.96 

10.19 

OKLAHOMA NATURAL GAS COMPANY 

550,000 

8 . 250,000 

550.000 

8 , 250,000 

15 

2 . 06 (g) 

1.70(g) 

1.75(g) 

3.71(g) 

3.43(g) 

3.75(g) 

2.65(g) 

10.69 

10.50 

14.38 

17.50 

18.37 

15.37 

18.20 

19.27 

16.19 

12.17 

21.20 

18.67 

24.2*> 

15.60 

PACIFIC LIGHTING CORPORATION 

1 , 608,631 

29,937.924 

1 ,608.6^1 

29.937.924 

No Par 

4.10 

4.19 

3.60 

3.13 

3.35 

3.51 

3-21 

44.25 

37.69 

45.94 

41.50 

33.06 

28.25 

44.06 

9.27 

ic. 90 

7.84 

7.54 

10.13 

12.42 

7.29 

PANHANDLE EASTERN PIPE LINE COMPANY 

807.367 

20.184.175 

143.566 

3.589.150 

No Par 

3.58(h) 

2.84(h) 

3.82(h) 

3.99(h) 

4 .22(h) 

4.56(h) 

4.33(h) 

(d) 

(d) 

39.75 

34.00 

37.25 

31.62 

38.25 

- 

- 

9.61 

11.74 

11.32 

ia 42 

11.32 

SOUTHERN NATURAL GAs COMPANY 

1,409.212 

12.9a9.366(i) 

644.190 

5*903,51u 

7t 

2.01(J) 

1.49(J) 

2.55! 

3.17 

2.34 

1.68 

1.84 

(e) 

(•) 

La. 06 

16.25 

11.75 

10.66 

12.75 

- 

- 

18.14 

19.51 

19.91 

15.73 

ia43 


TOTAL 


J235,267,U9U 


ifeggS 


Footnotes: 

* Dafieit. 

(a) The difference between "Total Outstanding* and "Total Hold by Publio' 
is hold by institution* and affiliatos. 

(b) Common Stock of #5.301.993 include# premium of #3,497,211. 

(c) 355.250 shares offered at #32 in September 19ul by Blyth & Company, 
Naw York, prooaada to Unitad Light A Railway Co. 

(d) No 3 took hold by publio, prior to September 1939* 

(a) Only one class of coanoa atook la praaantly outstanding. Prior to 
May 1939 thar* ware two claasa* of common stock outstanding, namely. 
Class A and Class B (Sea Nota (J) below.) 


(f) Earnings for 1939 bafora revision to #0.^4 par share to give effect 

and^TISI^o 0 «ndor city gate oontraot with Mesiphis Power 

(g) Years ended November 30 , 1937 and 1939; year* ended August 31. 1939 
and 1940. Fiscal year has ohangod from year ended November 30 to 
year ended August 31 , effective in 1939* 

(h) Computed on participating basis. Common stock entitled to participate 
with Class A 6% preferred stock in add it io nt'l dividend distributions 
after payment of regular dividend on preferred stock and #1.59 per 
share on common stock on basis of 25*? to Class A preferred and 75£ 

to 00 union stook. 

(1) Common Stock includes premium of #2,390,275* 


(J) Based on 691,970 shares of oomnon stock Issued in exohang# for former 
Class A and Class B stocks in May 1939 . 

(k) Fisoal year sided Ootober 31 . 
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DATA 
WHOSE 


IATDSAL (US OOMPAIIIS 
STOCKS AHB HELD BT P08XJC 


STOCK 


ORXATZVO K B fWn t S 
XAMTSOS UC UXVTEBHDS FBt SUB OT 
(Oparatlnc mwwi ara (nn, that la, bafors oparatlnc rsrscno doduetlcnaj 
aaroln^* par thcra ara aamlngs aftor dabt aural aa and otbar lnooan doduotlons 
and prafarrad dlrldand ntqni ranonta ) 


COM SOU SATED GAS OTILXT IES CORPORATIOM 
3parating Par Shara - 
Raranuaa tarn Inca' 


ulTld«Dd* 


1*1 


Inoorporatad Jana 1955 


XL PASO KAT3RAL OAS COM P AST 
Oparating Par Shara - Co 
Raaattttaa Earnlngia 

Inoorporatad Daoaabar 1926 


* 1.197.795 #0.83 


BOU3TOW HAT01UL OAS CORPORATIOM 
Oparatlnc 


Raranuaa 


t^ar Shara - 
tmlnca * 


(Ko gsr 


DiTi<W. 


DCTSK3TATB SATORAL OAS CO,. 
tJpsrat'i'nc Par Shara - C—on (Wi 
Rsrranuaa Barring. Plaid. 


ac. 

o fStr} 


Inoorporatad May 19lfO 


Inoorporatad April 1926 


♦ 1 .! 

9 


.578.2X8 

.066.795 


♦0.79 

0.89 


♦0.95 


1931 




1.585,980 

0.90 

• 

1.787.639 

0.73 

• 



0.25 

1932 




1.339.733 

0.43 

• 

1 . 652.065 

0.59 

MM 



MM 

1933 




1,362.829 

O .63 

- 

1 , 508,801 

0.39 

• 

♦ 3 . 101.950 

♦0.35 

• 

1934 




2.029.770 

0.91 

• 

1.801.391 

0.89 

• 

3,779.767 

0.71 

- 

1935 




2,327,209 

1.20 

- 1 

1 . 992.660 

0.63 

MM 

4.550.167 

1,16 

- 

1936 

♦ 9.087.689 

♦ 0 . 06 * 


3.834,197 

1.76 

♦0.40 

2.335.213 

1.69 

♦0.75 

5,278.269 

1.82 

1.75 

1937 

2,144,641 

0.90 

• 

4.684.063 

3.00 

8.00 

8,435.141 

1.72 

1.25 

5 , 863.826 

2.50 

8 » 6 o 

1938 

1 , 916,126 

0.47* 

aa 

4.983.900 

3-30 

8.00 

8,481,994 

1.22 

0.80 

5 . 564.590 

2.14 

1.75 

1939 

8.089.753 

0.11 

m 

5.879.166 

3.76 

8.00 

8 . 603 , 866 

1.83 

0.14 

5 . 868 . 1*50 

2.11 

2.001 

1940 

8.181.383 

0.30 

- 

6 . 38 O. 3 II 

3.76 

8.00 

3 , 128.613 

2.89 

1.20 

6.169.792 

2.07 

2.00 

191 a 

2.387.993 

0.1*5 

an 

6.691.934 

3.38 

2.30 

3.202,537 

3.41 

1.25 

7.516.164 

2.15 

2.20 

1942 

2.934.629 

0.70 

a» 

8.063.258 

3.32 

8.14 

3.634.814 

2.41 

1.25 

7.372,322 

1.96 

1.75 

1943 

3 . 922.164 

l.o4 

• 

7.775.675 

3.49 

8.40 

3.902.386 

2.72 

0.75 

8,249,116 

2.47 

2.10 


LCM* STAR 

OAS CORPORATIOM (d) 

MEMPHIS IATURAL CAS COIPAKT ( 0 ) 

JCMTAJIA-DAKOTA OTIUTIBS CO. (f) 

MOST AIS FOIL SUPPLY CCBPATf (g) 
KLj.ut-r' Da 1 , nu'jr — rK.v*T 

Y«*r 

RmnuM 

Earnings 

Dial dan da' 

Raranuaa Earning. Diridenda 

Raranuaa 

Earnings 

Dirldanda 

Rrrvnu^a 

Earninc* Diridand* 


Inoorporatad Janaary 1986 

Inoorporatad Jura 

1928 

Inoorporatad Maroh 1924 

Inoorporatad May 1935 


1986 

♦10.983.055 

♦1.19 

♦ 0 .16 










1987 

13^98,177 

1.84 

0.70 










1988 

15,080.139 

1.17 

0.70 










1999 

18,210.710 

1.58 

0.35 

1 1,11*0,162 

♦0.07 

• 







1930 

19.990.724 

1.13 

0.88 

1.551.631 

0.43 

♦0.25 1 




♦1.378,881 

10 . 44 * 

•a 

1931 

18.643,285 

0.75 

0.88 

1.628.958 

0.66 

0.45 




1.740.164 

0.31 

• 

1932 

17.148.967 

0.72 

0.63 

1.656.553 

0.36 

0.30 




1.779.772 

0.16 

• 

1933 

15.798,586 

0.53 

0.64 

1,594,668 

0.33 

• 

♦ 3.357.676 

♦ 0 . 50 * 

• 

1,769.916 

0#a} 

♦0.20 

1934 

l 6 . 863 .O 86 

0.59 

0.16 

1,726.392 

0.25 

0.10 ; 

3,407,988 

0.23* 


1,764.214 

0.07* 

0.10 

1935 

17.554.051 

0.77 

0.30 

1.993.164 

0.22 

0.10 

4.095.277 

0.08 

- 

1.187.563 

0.17 

0.10 

1936 

20,086,247 

0.97 

0.60 

2.389.943 

0.51 

0.50 

4.381.618 

0.52 

MM 

2.379.373 

0.59 

0.25 

1937 

21.045.799 

1.14 

0.60 

2.714.909 

0.77 

0.60 

4.539.164 

O .65 

(0.10 

2.738.951 

0.53 

0.25 

1938 

19.516.196 

0.88 

0.60 

2.780.307 

0.64 

0.15 

4.380.152 

0.60 

0.32 

2,827.945 


0*25 

1939 

20^*47.894 

0.98 

0.70 

3,124.171 

0.65 

0.50 

4.542.002 

0.54 

0.24 

3,074.477 

0.1*5 

0.35 

194D 

28.378.903 

1*17 

0.70 

3.230.883 

0.69 

0.55 

4.984.994 

0.89 

0.24 

3.388,133 

0J|B 

0.14 

1941 

25.184.1*4 

1.06 

0.70 

3.975.935 

0.50 

0.16^* 

5.204.045 

1.27 

0.14 

3,776.845 

O .56 

0.45 

1948 

27,691.059 

0.89 

0.60 

4.161,162 

0.10 

0.15 

5.572.227 

1.09 

0.14 

4.394.318 

o.<-3 

0.45 

1943 

28.382.364 

0.77 

0.60 

4J*l6.395 

0.53 

0.25 

5,690.81*2 

1.07 

0.14 

4 . 851.322 

0.69 

0.45 



SCHEDULE BO, 5-F 8 



:u?lOTAI ??ZL CAS CO^PAJY (a) 

"5yy* r«.'C ^ ag p o r 5*-.r -•< - cW- t ' N o • *n r 1 


C5 via-'lJi 


Incorporated tecoaoor 1902 


_ •toyrzsy matphai. sas covpasy (a) 

^rp- ratios^ ?t,r £.-ia ,-o - ^c-.ircra (Ifo Per 

R>*v'iriu»> c SsralfiRf UiYiiend* 


Incorporated April 19? 


1926 

$19,1*18.690 

$1.63 

*0.80 




1927 

17.313.879 

1.06 

1.00 




i<528 

18,0:9,330 

'< co 
« /*• 

1,00 




1929 

19.£2»,C7« 

1.77 

1.00 




1930 

:.i .,617.969 

1.6C 

1.00 




1931 

16,900,522 

■* 1 

4. • . , 

1.00 




1932 

15,375,CCC 

■» *• 1 ' 

A % AA-* 

1.00 

ft 3,652 

SO.0J4 

- 

1933 

Ll„210.ifP2 

1.15 

1.0c 

’ 5.0?i.,937 

0.52 

- 

l?oI; 

15,797.1,36 

1.28 

1.00 

6.jbo:,623 

c.73 

- 

1935 

I5.73O099 

1.00 ! 

1.35 

’ 7 ,952.7 77 

1.L8 

$1.20 

1930 

•i*. 713,C9> 

1.19 ' 

1.00 

9,037.90? 

2. ’.6 

1.80 

1937 

13.256. 750 

.96 1 

1.00 

9,775,336 

2. *2 

2.20 

> 

A ^ 

. ;.c: > 

• Si; : 

i,CO 

9,959,978 

2.65 

2.20 

; _ 0 

17,653,^ 

■.79 1 

1.00 

6 1 70*. 4,*TA 

3.36 1 

2.60 

l$£o 

1:>,C17 .51 

l.l r ' 

:. 0*0 

12,857-003 

3.6* 

2.80 

19L1 

*- o’-?>06 

-97 

1,00 

I" S'-l 606 

5.30 

2.10 

l'ii2 

19,0?6 r UV4 

30 

i.CC 

l->,623,679 

2.0} 

2.30 

1 ?i«5 

20 „ 796,11*1 

.86 

1.00 

IS, *62.6.1* 

5.00 

2.00 




A- 

J *.0.68, c 16 

i£.10»- 

- 





i / * ’ 

),o:J ,e6? 

1. 

- 





* 

r * ■ s- ^ 

. 






* . ; ; 


- "l 

fc\?0 

i ; . 0^6,764 

ao /yi 

- 



9 ,v :.if* 

5 29 ; 

4. • *. 

- * 

1 10 

<* • M * 

- 




•la. 

• ^ 


,’.f* 

♦1.25 


‘ .0 

13.535 • V : 3 

f f" 

5 *o*.' 

.. . 9^2 ,U X> 


1.25 

, ■* 

• 

!*•. 1 4 . ,» r ( 

•. •} 

2.00*.* 

11 . 737.919 

2.*,L 

1.00 

GT 

1 

' *• •?, » r > i '>i 

. , >im 

;>56 

2.5c 

13 . 738 , 25 U 

l.fcS 

1.15 

Cl 


17 , 9 cO,* 

— .■3 

2.00 

H., 538.338 

1 . 81 * 

1.25 







>23»9aJ.592 

11.81a 

♦1.60 




28.052.5lj6 

3.91 

1.60 




5O.35O.632 

3.81 

3.00 




l3.273.306 

1*. 51* 

3.00 




63. 556.076 

Vis 

3.00 




1^.352.132 

3.57 

3.00 




lS.5V-.852 

3*03 

3.00 




IS, 282.2J9 

3.28 

3.00 

J6.575.593 

*0.07 

. 

1*3.853.907 

2.72 

3.00 

6,917,355 

O.58 

- 

1.9.675,561* 

V35 

2.55 

7,i£8.776 

0.81 

_ 

51.177,3l*2 

3.88 

2.70 

8,022,510 

1.38 

- 

VJ.lalS.835 

la. 10 

3.50 

8,053,789 

1.96 

- 

IS,805 ,i;03 

Vl8 

3.00 

8,217,066 

2.09 

>1.00 

1*5.750,203 

3.60 

3.00 

9,^21,696 

3-91 

1.10 

1S.1S8.318 

3.13 

3.00 

9,li5li,6?2 

3-ii5 

l.v> 

V3.955.9a9 

3-35 

3.00 

11.221,75la 

5-75 

i.2i> 

5V 305,767 

3*51 

3.00 

12,796,21s 

2.85 

1.05 

57,333.679 

3.21 

3.00 
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• Deficit. 

•• In addition to 45ouh dividend, a dividend of os* share cannon stock, par 41 of Southwest Gas Producing 
Co. Inc. for each share held. 

••• In addition to a dividend of >2 in cash, there was paid a dividend of one share of Csntral Dist. Co. for 
oach share. 

Source of Data* Principally Standard Corporation Records, supplemented by reference to Poor's and Moody's 
Public Utilities Manuals, Standard 1940 Dividend Payments, and Financial and Statistical 
Report to Federal Pw/or Commission (P.P.C. Form No. 133). 

Notes t 


Notes (Continued)i 

(l) OicI*hcc* Natural Gas Company . Through plan of reorganisation canpany acquired on December 1, 
1933, the business and property of Oklahoma Natural Gas Corporation (incorporated July 1926) 
whieh had been organised to acquire substantially all the assets of Oklahoma Natural Gas 
Company (incorporated in 1906 and dissolved ir. 1930) and to acquire interest jin several other 
gas companies. In 1939 fiscal year was changed from year ending November 3C Jto year ending 
August 31. Operating revenues and earnings shown above arc based on fiscal years in effect 
during the period covered. Earnings per share for years 1937 and 1938 have boon adjusted 
frees 42.13 and 31.86, respectively, to reflect deduction of provision for Federal surtax. 


(a) Consolidated Gas Utilities Corporation . Company was organized as successor in. reorganization to , 
Consolidated Cat utilities Company (incorporated in 1928). Operating revenues for 1937 are adjusted 
to exclude non-recurring income of .149,678. Data on revenues and eaminrs per share are basod cn 
fiscal year ending October 31. 

(b) El Paso Natural Gas Company . On July 22, 1936, company disbursed .>26.25 por TZ preferred share 

clouring up all arrears from -eptombor 1, 1932 through June 1, 1936; since which date proferred i 

dividends have boon paid regularly. On Jeptombor 24, 193C, stock-holders approved issue of 3 new 
shores of v3 par corv.cn stock for ouch share of no-par common then outstanding; above earnings per ! 

share for years 1930 to 1935, inclusive, are based or. present 3 par castnon stock. 

(c) Houston Natural Gas Corporation . On July 31, 1940, company acquired properties and assets of 
Lolaware Corporation of some name, including assets of latter's subsidiaries. On December 22, 

1937, predecessor Delaware Corporation distributed to caisson stockholders a stock dividend of 

payable in common stock; above earnings per share for years 1929 to 1936, inclusive, are 
adjusted to give effect to 50/S stock dividends. 

(d) Lone Star Gas Corporation . Company was organizod to acquire control of Lone Star Cas Company 
(incorporated in 1909) through exchange of capital stock, such exchange being effected in 1926. 

On June 24, 1 29 present no-par common stock was issuod in exchange for outstanding »25 par . \ 

stock or. basi3 of 2$ shares of no-par stook for oach share of >25 par stock held. On February 2, i 

1931, a stock dividend payable in common stock was distributed to common stockholders on basis of I 

one share for oaoh sover. shares held. Above eaminr.3 and dividends per share for years 1926 to 
1931, inclusive, are adjusted to give effect to 2*- for 1 stock split in 1929 and puvment of stock 
dividend in 1931. The stock dividend in 1931 is in addition to cash dividends of >.8S per share 
paid in tint year. Dividends shown abovo for 1932 to 1934, inclusive, include dividends of 3.48 
in 1932, .64 in 1933 and ;.16 in 1934 paid in 6/1 Convertible Preference Stock (Par J100). 

(e) ' emphis Natural Gas Company. Operating revenues and earnings per share for 1936 have been revised i 
to give effect to compromise settlement under city gate contract with Memphis Power A Light 
Company. Common stock was changed from no-par to bS par in January 1933. 

i 

(f) Montana-Dakota Utilities Co. Company was incorporated in March 1924 as Minnesota Northern Power i 
Company; present title was adopted June 17, 1935. Until 1935 company wns primarily a holding com- i 
pony. In 1935 and 1936 the company acquired through merger or purchase the properties of its 
utility subsidiaries. Coranon stock wac changed from no par to *10 par an June 17, 1935* 

Dividends paid on common stock not shown abovo were as follows: 1926 - >3.75; 1927 - 55.00; 

1928 - >8.25; including ,.25 paid after 8 for 1 stock split on October 1, 1928; 1929 - >1.50; 

1930 - ,.43 paid after 6 for 1 stock split on January 1, 1930; 1931 - 3.60. In addition to cash 
dividends, the company paid a 3;J stock dividend on August 22, 1930 and a \f- stock dividend on 
January 1, 1932. No dividends were paid on common stock after January 1, 1932 until December 23, 
1937 when a dividend of >.10 per ehare was paid. Dividends on preferred stock woro paid rogularly 
through January 1, 1932j dividends accrued thereafter through 1936 were satisfied under Preferred 
Stock Readjustment settlffr.ent by which 12,889 shares of 5% preferred stock (Par .100) were issued 
in full satisfaction of preferred dividends in arrears to January 1, 1937, since whioh date pre- i 
ferred dividends have been paid regularly. 

(g) Mountain Fuel Supply Company . Company was organized as successor by consolidation and merger to 
Western Public Service Corporation (incorporated October 1928) and its subsidiaries. Operating 
revenues, earnings and dividends paid for years 1930 to 1934, inclusive, shown above are those of 
predecessor and subsidiaries consolidated, and for 1935 cover operations only for the period May 7 
to December 31, 1935. 

(h) National Fuel Gas Company. Company was organized as successor to Natural Cas Trust, the *100 
certificates of the Trust being exchanged for securities of the present oenpany on the basis of 
two common shares (Par >50 each) and *200 in debenture bonds for each certificate. Common stock 
was changed from >50 to >100 par in 1908. Dividends paid on common stock now shewn above were as 
follows: From 1909 to January 1923 at rate of 10£ per annua; 1923 - S?l; 1924 - 6 3/4?; 1925 - 6^. 

In addition, a 4J* dividend payable in 3rd and 4th Liberty 4 l/4# bands based an market value 
thereof was paid on Deo ember 30, 1921, a 100£ stook dividend payable in conman stook was paid on 
December 31, 1922, and an extra dividend of 2% was paid in January 1926 (considered as applicable 
to 1925). Extra dividends of 2 £ In January 1927 (considered as applicable to 1926) and >.25 in 
December 1935 are included in dividends shown for years 1926 and 1935. Coar.an stook was changed 
from >100 par to no par on April 28, 1927. Above earnings and dividends per share for 1926 mriA 
1927 are based on present common stock. Operating revenues as reported lnolude only the proportion 
of business of underlying companies earned by the company. 1941 operating revenues include gas used 
by subeldiaries. 


^j) Paolflc Lighting Corporation. Company was organised as successor to Pacific Lighting Company 
(incorporated in 1886). Company's operating units formerly included Los Angeles Gas 4 Electrio 
Corporation but in May 1937 after sale of latter's electric properties to Cltlr of Los Angeles, 
its gss properties wero merged with those of Southern California Ca3 Company,'another subsid¬ 
iary. Common stock was changed from. ;100 par to no par on November 1, 1927, tod 10 no par 
shares were issued for each ,100 par share held; above earnings and dividendsjper share for 
years 1926 and 1927 are based on present common stock. After initial dividend of $.75 per 
share paid in 1909, company paid cash dividends cn common stock every year thereafter ranging 
from >3.25 per share of 3100 par stock in 1910 to *16 per share In 1924. In edition, company 
oald stock dividends of 10?( in December 1922 and 80?I in Deoember 1924 payable in cocsnon stock. 

(k) Panhandle Eastern Pipe Line Company . Company was incorporated as Interstate Pipe Line Company; 
present title was adopted on Nay 20, 1930. Company has outstanding *10,000-,0(» of Class A 
participating 36 preferred stock and *1,000,000 of Class B non-participating $5 preferred 
stock, dividends on both classes becoming cumulative on January 1, 1936. Dividends theroox. 
paid in 1937 included -,6 per share in full payment of arrears for year 1936. [After corrmon 
stock has received ,1.50 per chare and Class A preferred stook v 6.00 per share in dividends, 
holders of Class A preferred stock and comr.on stock participate in any furthot distributions 
in the proportion of 26;'. to Class A pr*f«rrod stock as a class and 7S# to common stock as a 
class. Above earnings per share on coraron stock are computed so as to give effect to parti¬ 
cipating feature, except that in 1934 and 1935 such computation was unnecessary inasmuch as 
operations resulted in net lossos before preferred dividends on both years. On July 9, 1936, 
company made first delivery of natural gas for Detroit, Michigan, under contract with Michigan 
Consolidated Cas Company (fonr.orly Detroit City Gas Company). In September 1^39 a distribu¬ 
tion was made to stockholders of Missouri-Kansas Pipe Line Company of rights to aoquire 
80,000 shares of common stock of Panhandle Eaatorn Pipe Lino Company at v 25 per share. On 
or before October 27, 1939, expiration date of the warrants, 78,715 ahares of |the company's 
comon stocks wore acquired by holders of such rights, representing the first shares of the 
company's common stock to bo hold by the general public. 


( 1 ) 


(m) 


Southern-Natural Gas Company . Company was organized to acquire properties of (Southern Natural 
Gos Corporation (incorporated Day 1S28) pursuant to plan of reorganization. Predecessor was 
placed In rooeivorship in September 1931. Reorganization plan was confirmed ty court in 
November 1935. Company formerly had outstanding Class A and Class B no par cojmmon stock. In 
Nay 1939, new >7.50 per common stock was issued to holders of Class A and Clasts 3 stock on 
basis of one share of r.ew common for each share of Class A stock held and one-half share of 
new common for each share of Class B stock held. Dividends paid on Class A stock were as 
follows: Decw.ber 15, 1936 - i.SO; 1937 - 51.20; 1938 - >.50. Initial dividends of >.2S 
were paid on Claso E stock on December 27, 1937; none paid thereafter. 


Northern Natural ua3 Company. Company was organized In 1930 by The United Ligl 


Company, North American Light A Power Company, and Lone Star Gas Corporation, 
companies originally owned its entire outstanding capital stock of 203,000 shades 
shares were exchanged 5 for 1, and there are now outstanding 1,015,000 shares. 

United Light and Railways Company disposed of its holdings of 355,250 shares t|> the public. 
For comparative purposes, the per share statistics for all years are based on the present 
number of shares outstanding. 


ht and Railways 
These three 
Ir. 1941, 
In 1941, The 


I 


I 


i 
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scKEK.a? ve 

Pa?e 1 



52,9?3 abaraa, no par 6,529*5)0 StanlanS Oil Co, (N,J,) 

m3 afflllatad intareita 62.20£ 

Columbian Carbon Co, 15 »£>!*;; 5,0'32*)51 ?6.8i» 
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fCEZTULZ 30, 6 
?ACr2 1 


Source of 
Data 


( 1 ) 

CD 

CD 

(2) 


(1) 

CD 

CD 

CD 

CD 

( 2 ) 

CD 

(2) 


CD 

CD 

CD 

CD 

CD 

( 2 ) 

( 2 ) 

( 2 ) 


CD 

CD 


CD 

CD 


(2) 

( 2 ) 

( 2 ) 

ill 

CD 

CD 

(?) 

12 ) 

(3) 

( 2 ) 

C?) 

C2) 

(2) 

CD 

( 2 ) 

( 2 ) 

(2) 

( 2 ) 


Conpuny 


j.y*r->Xir-ae 
Offering ./ate 


. OJUO 


Uoody’s .t»>a Hating 


Southern California Gas Co. July 1935 

(Subsidiary of Pacific Lighting Corp.) 


first & Hof. Vtge. 4/, 1S65 


Moody’s A a Hatin'* 


Southern California 'ins Co. Der.torber 1940 First Ntgo. 2. F., 3 l/4/, 1970 

(Subsidiary of Pee.fie Lighting Cor;..) 

Southern Counties Gas Con par. y of January 1.-41 

California (Subsidiary of Pacific 
Lighting Corp.) 

Southern California Gas Co. April 1941 

(subsidiary of Pacific Lighting Corp.) 

Total Aa Rating 


first !• tro. S. F., ZA, 1971 
first. : t.-e. 5. >., 3 1/4;',, 1970 


Pacific Lighting Corporation 
Arkansas Louisiana las Co. 
Panhandle Eastern Pipo Line Co. 
Lone Star Gas Corn. 

Arkansas Louisiana Gas Co. 
Panhandle Eastern Pipe Lino Co. 
Southern Natural Gos Co. 
Panhandle Eastern Pipe Lino Co. 
Total A Eating 


Oklahoma Natural Gas Co. 

Southern Natural Cas Co. 

L'or. tar a-Dakota Utilities Co. 

Oklahoma Natural Gas Co. 

Houston Natural Gas Corp. 

: pr.tana-Dakota U.ilitios Co. 
l.pnt.'ina-Dnkotn Utilities Co. 

/.ar. one -Nebraska N'atural Gas Co., Inc. 
Total Baa rating 


El Paso Natural Cas Co. 
Oklahoma Natural Gas Co. 
Total 3a Rating 


El Faso Natural Gas Co. 
Montana-Dakota Utilities Co. 
Total 2 Eating 


Mississippi Elver Fuel Corp, 
El Faso Natural Gas Co. 
Southorn Natural Gas Co. 
Ci,ties Nervico Ja3 Co. 

51, Faso Natural Gas Co. 
Northern Natural Gus Co. 
Arkansas Louisiana Gas Co. 
El Paso Natural Gas Co. 

El Paso Natural G«a Co. 

Nor.tana-Dakota Utilities Co. 
Panhandle Eastern Pipo Line 
Consolidated Gas Utilities 
Consolidated Gas U.ilitics C 
Ckla.hona Natural Gas Co. 
Peeples Gas Co. (Texas) 
Southwest Natural Gas Co. 
host ana-Dakota Utilities Co, 
l!ontann-Oakcta Utilities Co, 
El Paso Natural Gas Co. 
Total No Rating Assigned 


Co. 

orp. 

orp. 


Grand Total 


N.oodv's A Eating 


October 1935 
Ju.y 1s3C 
March 1937 
August 1238 
beptenber 1239 
January' 1.41 
June 1341 
Fobruary 1942 


Juno 1936 
November 1936 
Nay 1939 
August 1939 
bepterr.ber 1940 
January 1941 
January 1941 
April 1941 


Jure 193G 
June 1936 


June 1936 
October 1936 


February 1237 
October 1337 
October 1S37 
Dcccnbor 1938 
December 1938 
August 1939 
Uoptenber 1939 
Juno 1940 

July 1040 

July 1240 
January 1941 
April 1941 
April 1941 
August 1941 
October 1941 
Novor.bor 1941 
May 1942 
May 1942 
June 1942 


Debentures, 4 l/2/, 1245 


First ht-c. 
First Mt.ge. 


1251 

A, 4/, 1952 


3. F. Cor.v. Debentures, 3 1/2,1, 

First. N tgo. E, 3 1/2,:, 1945-54 
First N’tge. 4 First Lien, b. F. 

First Dtgc. G. F., 3 l/4y', 1956 
First Mtge. 4 First Lien, S. F., C, 3/, 1962 


1953 

3, 3/, 196Q 


Foody's Baa Eating 


First Dtge. 
First Utge. 
First htge. 
First N.tgo. 
First I, tgo. 
First N’tgo. 
First Vtge. 
First Mtge. 


b. F., A, 4 1/2;:, 1951 
P. L. b. F., 4 1/2/, 1951 
2. F., 4 l/Z'A, 1254 
2. F., B, 3 3/4/, 1955 
b. F., 4/, 1955 
2 1/2/ Serial, 1242-49 
b. F., 3 1/2/, 1961 
U. F., A, 4;i, 1957 


Toody's 3a fating 


First. I/tro. C. F., A, 4 l/ZA. 1951 
Conv. Dei or.tures, 5/, 1946 


Moody's 3 Eating 


Cor.v. Debentures, 4 3/4/, 1946 
Conv. Debentures, 4 1/2/*, 1S46 


Principal 


G 15,0CD,000 

S 30,000,000 
11,500,000 

5,COG,000 
J 40,500,000 


, 10 , '..' 0,000 
10,300,000 
24,000,000 
20,000,000 
9,700,000 
12,000,000 
is,a*',ooo 
10,000,000 
.108,700,000 


v 20,000,000 

15,000,000 
9,000,000 
17,000,000 
3,500,000 
2,500,000 
7,500,000 
5,000,000' 
; 77,500, CKO 


7,500,000 
10,000,000 
17.500,00(7 


3,750,000 

2,300,000 

6,060,000 


No intisg Assigned (All Issues Privately bold) 


First htge. 
First Mt*e. 
First !..tgo. 
First i'tge. 
First litre. 
First D.tge. 
First !'t-o. 
First "t-o. 
First f.-tge. 
First V.tge. 
First lit e. 
First htge. 
Debentures, 
First Mtgo. 
First Mtge. 
First .V.tge. 
First Mtge. 
First 1ft go. 
First 1ft ge. 


P. L. U. 4/, 1952 
b. F., B, 4/, 1952 

L. S. F., 4 1/2/, 1952 


L., 3 3/4/., 1947-54 


3 1/2;', 1953 
F., A, 3 1/4/, 1954 
A, 2 3/4/, 1940-44 
b.F.,. 3/, 19SS 
^ m p 3/>| 1955 
b. F., 4 1/2/, 1956 
A First Lien, A, 1.65-2.307:, 1946-50 
5. ?., A, 4,‘, 1956 
5.', 1951 
C, 3/, 1956 
S. F., 3 1/2/, 1961 
A, 3 3/4/, 1956 
2/1, 1943-50 
3&J, 1962 
3/, 1957 


; 10 , 000,000 
1 , 200,000 

650,000 
20 , 000,000 
6,000,000 
16,000,000 
3,300,000 
2,500,000 
500,000 
1,200,000 
6,250,000 
6,500,000 
900,000 
4,500,000 
700,000 
i,eso,ooo 
250,000 
750,000 
12 , 000,000 
3"~9S,050,000 

$366^300^000 


Not rrico 

r.o Zar^miy 

Price *-c *uhlic 

Held 

-y 

Ar.eunt 

C 0 »tJ/s 

Amount 

Yield.: 

Public 

Ir.ssi tutior.s 

$ 96.09 

4.11 

0101.50 

3.91 

•e* " 

V “ 

101.13 

3.15 

103.50 

3.07 

30,000,000 

(D 

.(e) 

(0) 

101.00 

2.95 

11,500,000 

(b) 

101.74 

3.16 

104.25 

3.03 

5 , 000,000 

(b) 

96.17 

4 .eG 

100.00 

4.50 



93.29 

4.62 

58.00 

4.18 


- 

05.02 

4.46 

97.50 

4.23 

ee 

- 

99.36 

3.56 

102.00 

1 7T 

V 9 W SJ 

• 

- 

99.20 

3.59 

100.00 

3.50 

m 

9,700,000 

(t) 

(c) 

102.OC 

2.87 

12,000,000 

(b) 

100.38 

3.22 

103.00 

3.00 

13,000,000 

(b) 

100.02 

3.C0 

ICO. 75 

2.95 

10 , 000,000 

(b) 

94 .es 

4.99 

98.50 

4.64 



96.29 

4.65 

100.00 

4.50 

- 

m 

96.01 

4.S8 

101.00 

4.41 

- 

- 

ICO.88 

3.68 

103.50 

3.4C 

7,946,000 

8,854,000 

95.19 

4.44 

100.00 

4.00 

3,500,000 

(b) 

(c) 

(c) 

Various 

0.63-2.25 

2,500,000 

(b) 

(c) 

(c) 

103.50 

3.26 

7,500,000 

(b) 

99.43 

4.C5 

105.00 

3.75 

3,000,000 


94.14 

5.06 

96.50 

4.64 

ee 


95.72 

5.56 

100.00 

5.00 



95.16 

5.3S 

100.00 

4.75 



96.19 

4.99 

100.00 

4.50 



(c) 

(c) 

100.00(k) 

4.00 



(c) 

(c) 

97.75 

4.20 

- 


(c) 

(c) 

97.75 

4.71 

- 


(c) 

(") 

100.00 

3.75 

- 

20,000,000 

(c) 

(c) 

99.00 

3.59 

- 


98.84 

3*. 35 

100.00 

3.25 

- 

16,000,000 

99.20 

3.Cl 

100.00 

2.75 

- 

3,300,000 

(c) 

(c) 

90.50 

3.13 ) 

• 


(c) 

(c) 

98.50 

3.13 ) 



101.06 

4.40 

104.00 

4.16 

- 

- 

(c) 

(c) 

100.00 

1.65-2.30 

- 

6,250,000 

(c) 

(c) 

100.OC 

4.00 

- 

6,500,000 

(c) 

(c) 

100.00 

5.00 

- 

900,000 

(c) 

(c) 

10O.C0(k) 

3.00 

- 

4,500,000 

97.56 

3.65 

100.00 

3.50 

- 

700,000 

(c) 

(c) 

lOO.OO(k) 

3.75 

- 

1,850,000 

(0) 

(0) 

101.39(p) 

2.5C 

- 

250,000 

(0) 

(0) 

104.00 

3.50 

- 

750,000 

(0) 

(0) 

100.00 

3.00 

- 

12,000,000 


Dato 

Called 


Novettbpr 1, 1940 (a) 


Aoril l, 1939 (1) 
October 30, 1939 (d) 
March 5, 1941 (f) 
March 1941 (e) 


Geptcr.bor 22, 1939 (i) 
July ll|, 1941 (n) 
February 6, 1941 (g) 


January' 16, 1939 (h) 
Octoberl 7, 1939 >(i) 


i 


January! 16, 1939 (h) 
January! 1, 1941 (j) 


January 31, 1941 (n) 
January!16, 1939 (h) 
July 11 j, 1941 (n) 


1942 


(o^ 


1S42 (o) 

1942 (o|) , 

February* 8, 1941 (g) 
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Note: See Page 2 for Source of Data and Notes. 
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RECENT note issues of natural gas companies 


•V T 


1 


Source of 
Date. 

Company 

Approximate 
Date of 
Issuance 


Issue 

Principal 
Amount of 
Issue 

Purpose of Issuance 

Interest 
Rate # 

Institutions 

Name 

(1) 

Cabot, Inc., Godfrey, L. 

May 1938 

Notes # 

3#, 1940 

$ 1,000,000 

Information not available 

3.00 

First National Bank, Boston, Mass 

(2) 

Cities Service Gas Co* 

December 1938 

tt 

3&S, 1940-46 

15,000,000 

Refunding (a) 

3.25 

Unidentified banks and insurance companies 

(2) 

El Paso Natural Gas Co. 

December 1938 

n 

Z%. 1939-45 

4,000,000 

Refunding (See Schedule 6, Note (h)) 

3.00 

Chase National Bank, New York 

(2) 

El Paso Natural Gas Co. 

February 1940 

n 

2 3/4#, 1941-44 

1 ,000,000 

To extend maturity of unpaid load 
($800,000 )2 new capital ($200,000) 

2.75 

Unidentified bank 

(2) 

El Paso Natural Gas Co. 

June 1942 

» 

2#, 1944 

2,000,000 

Refolding 

2.00 

Chase National Bank, New York 

(2) 

Lone Star Gas Corp. 

January 1941 

n 

2-2-#, 1941-51 

26,000,000 

Refunding 

(See Schedule 6, Note (e)) 

2.00-2.25 

Union Trust Go., Pittsburgh 

Mellon National Bank, Pittsburgh 

Chase National Dank, New York 

Bankers Trust Co., New York 

Chemical Bank & Trust Co., New York 

Farmers Deposit National 3ank, Pittsburgh 

First National Bank, Pittsburgh 

Union Savings Bank, Pittsburgh 

(2) 

Memphis Natural Gas Co. 

December 1939 

w 

3-3^5, 1940-43 

1,610,000 

Principally refunding (c) 

3.00-3.50 

Unidantificd banks 

(2) 

Mississippi River Fuel Corp. 

November 1940 

it 

2 3/4#, 1947 

2 ,200,000 

To extend maturity of unpaid loan 

2.75 

Unidentified bank 

(3) 

Montana-Dakota Utilities Co. 

Novmaber) mo 
Deo ember) 

ft 

li^3&, 1941-50 

3,900,000 

Refunding 

(See Schedule 6, Note (j)) 

1.50-3.50 

National City Bonk of New York 

Northwestern National Bank A Trust Co. 
of Minneapolis 

Iiarshrll A Ilsey Bank, Milw a ukee 

Squituole Life Assurance Society of U. S. 
Northwestern Mutual Life Insurance Co. 

(2) 

Northern Natural Gas Co. 

August 1939 

it 

2 1/8#, 1940-46 

6 ,000,000 

New capital 

2.125 

Chaso National 3ank, New York 

(2) 

Ohio Fuel Gas Co. 

January 1934 

n 

5# (reduced to 4# 
l/l/36), 1939-46 

6 ,000,000 

To reduce obligations to parent 
company 

4.00 

Metropolitan Life Insurance Co. ) 

Mutual i-ife Insurance Co. of New York) 

(2) 

Oklahoma Natural Gas Co. 

August 1939 

•t 

2 3/4#, 1941-46 

8 ,000,000 

Refunding (See Schedule 6, Note (i)) 

2.75 

Unidentified banks 

(2) 

Pacific Lighting Corp. 

April 1939 

ft 

3#, 1940-49 

7,000,000 

Refunding (See Schodule 6, Note (l)) 

3.00 

Bankers Trust Co., New York ) 

First National Bank, Chicago \ 

Security First National Bank, Los Angeles) 

Irving Trust Co., New York ) 

(2) 

Panhandle Eastern Pipe Line Co. 

January 1941 

ft 

0.75-1.50#, 1942-45 

5,000,000 

Refunding 0 

(See Schedule 6, Note (f)) 

>.75-1.50 

Chemical B flY ik A Trust Co., New York 

Harris Trust A Savings Bank, Chicago 

Commerce Trust Co., Kansas City, Mo. 

City National Bank A Trust Co., Chicago 

Birst National New York 

National City Bank, Cleveland 

Peoples Pittsburgh Trust Co., Pittsburgh 

J. P. Morgan A Co., Inc., New York 

(2) 

Southern Natural Gas Co. 

March 1939 

w 

4^ (later reduced 
to 4#), 1939-42 

900,000 

To extend maturity of unpaid load 

4.00 

First National Bank, Birmingham, Ala. 

(2) 

United Fuel Gas Co. 

January 1934 

»t 

5# (reduced to 4# 
1/1/36), 1939-46 

6 ,000,000 

To reduce obligations to parent 
company 

4.00 

Metropolitan Life Insurance Co. ) 

Mutual Life Insurance Co. of New York) 

U) 

West Texas Ga3 Co. 

September 1939 

it 

3#, 1940-45 

3,150,000 

To purchase own outstanding (as¬ 
sumed) bonds from parent company 

3.00 

Guaranty Trust Go., New York 


Total 


A-nount 


$ e^.rc v 
$i3,ooo t o; o '- ' 
$ 1,445,000 
$ 1,000,000 

»2,00O,0CO 


$ 7,7so,rro 
2,000,COO 
10,000,CcU 
3,000,000 
1,500,000 
750.0.0 
750,000 
250,000 
$26,000,000 ^' 

$ l.cio.ooo ^- 

$ 2,200,000 


$ 1,000,000 


750,000 
200,000 
1,600,000 
450,000 
$ 3,900,000 

$ 6,000,000 

$ 4,500,000 v< ^ 


; 5,500,000 

$ 6,000,0. 


j 2,500,000 
700,000 
200,000 
500,000 
300,000 
200,000 
200,000 
400,000 
$ 5,000,000 

$ 600 , 300 ^ 


$ 4,500,000 ^ e ^ 
» 3,150,000 --- 

$87,205,000 


Notej See Page 2 for Source of Data and Notes 
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Source of Data* 


(1) Financial and Statistical Reports to the Federal Power Commission (F.P.C. Form No. 133) 

(2) Moody's Investors Service, Public Utilities Manuals and Supplements 

(3) Application to Federal Power Commission, Docket No. IT-5651 

(4) SEC Holding Company Release No. 1724, dated September 15, 1939 (Southwestern Development Company) 

Notes > 

(a) Cities Servico Gas Company’s Notes, 3^1, 1940-46, are secured by pledge of $15,000,000 of the Company’s First Mtge. P.L. 3i/S, 1940-46, 

and were sold privately, topother with ,.20,000,000 First litge. P.L., 3 3/4$, 1947-54 to refund Cities Service Gas Co. First Mtge. 5^7', 1942, 
and Cities Service Gas Pipelino Co. First Mtge. 6% p 1943. 

(b) Lone Star Gas Corporation’s Notes, 2-2^7°, 1941-51, are secured by pledges of certain shares of stock and evidences of debt constituting 
substantially all of its holdings of stock and debt of its subsidiaries.. 

(c) Memphis Natural Gas Company's Notos, 3-3^/*, 1940-43, are secured by pledgo of $1,S30,000 First Mtge. S.F., 5>3, 1952, of ■ est Virginia Gas 
Corporation original loan, $1,700,000, dated November 1, 1938, due $340,000 annually commencing February 1, 1939; additional loan ,250,000 
under loan agreement dated December 18, 1939, providing for interest at Z% to 3^1 per ann depending on maturity, with balance of $1,610,000 
as of Deoember 31, 1939 due on quarterly installments, aggregating >465,000 annually, beginning February 1, 1940. Notes were issued to 
provide for redemption of $7 cumulative no par preferred stock, refinancing of $1,215,600 note and other corporate purposes. 

(d) Southern Natural Gaa Company's Notos, 4?», 1939-42, are secured by pledge of all capital stock and ,1,500,000 income note, duo July 1, 
1956, of Alabama Gas Company. 

(e) Principal and interest on note indebtedness of Ohio Fuel Gas Cor..-any and United Fuel Gas Company is guaranteed by parent company, Columbia 
Gas k Electric Corporation. 


(f) West Texas Gas Company’s Notes, Z%, 1940-45, are secured by pledge of $3,150,000 of South Plains Pipe Line Company First Mtge. Coll. Trust 
15-year S.F. 6 % (interest rate reduced to Z %), due 1945 (assumed by .'vest Texas Gas Company). 
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coicok stocxt. or katukal gag companies sold in Y^-.r.o 1935 to 1942 , in lloXvt 


11 ()( 


Com.mnv 


Number of Shares Offorod 


Amount Prior to *o 

Offered Underwriters "ublic 


demon block, Per v3 

ieptombor 1936 

60,000(a 

) Purchased by 

Public 

31,200,000 

J19.00 


Jene 30. 1 ■'’ 9 12."1 : 

Panhr.ndlo Las tom ripe Line Company 
Com."-on stock, lio^ar 

September 1939 

76,715 

1,235 

(b) 

Unsubscribed 


1,697/ 75 
32,1;'5 

' • g*- 

Ur.derwr ■ tton 

• h* • C 

'.arch 21, 1 • . 



60,000 







Southern Natural E*;, Company 

Car.T.0n 3cock. Par ,.7.50 

January 1941 

431,154 

3 f < »4.3 

Purchased by 
Unsubscribed 

Gtockholders 

4 # 81i, t>4 0 
32,2SO 

Not 

Undcrwri t ten 

10.00 

Aur.ust 31, i’-lO .. •? 

, 


404737? 



4,843,790 




Memphis Natural Cue Company 

Common dtock. Par e6 

July lie^l 

160,000 

Purchased by 

Public 

750,000 

(r) 

5.00 

3i # , >‘i- .•* 

Northern Natural Nas Company 
'’ori'on block. Par ,20 

September 1911 

355,200 

Purchased by 

Public 

11,568,000 

29.65(e) 

7;. oo 

t ’. 13 . • • • 9 ■ *■ ■ • * 

Southern Natural 5as Company 

Common Stock, Par y 7.b0 

September 1941 

05,176 

Purcnusod cy 

Gtockholders 

1,064,725 

Underwritten 

15.SC 

J\:no 30, 1 41 . 7 1 

kansafi-Nebraska Natural Gas do!., Xr.c 
Common stock. Par „6 

9 

Leo er.be r 1541 

46,465 

Purchased by 

Public 

315,042 

5.4? 

e.bO 

Levember CO, i 41 .‘a 


Source of Data: 

.'.cody's Public Utilities ikJr.ualn unci Supplements : Standard Corporation accords; a-? r*»i-i-.‘. ration statements and relt/e 1 : rotp. '" 
Commission; and \ro Loutherr Natural Gao Company) 6.S.C. Ho;dir.j; Company Act 6olor>*.o No. '".76 »".'j annual -*uort for 1940 t.o .■■■'•or.) 


la) Engineers Public Gorvico Company exorcise.i, or. April 2b, 1936, its option to jrarehase Of, 119 snares •'' . . iir.n '. a mi 

per share. ?ro inolps. iedre Corporation held a 20,j interest in tho En inoers .ubljc . aredce option i <n > . 

sold 3i>,0 f '0 shares to others and plccod tho rcmuir.in," 97,119 shares in the hands of a trustee lor uu.;:' n> sal< •vir.f.ir. !;v -ir, 

by the trustee, 'Inronee J, Shearr., and after reclassification into i3 par shares on September lMi *nreo .3 ••nr ihnr-.s ‘ u. 

chares wrro publicly offered ir. Eeptombor 1936. A second block of 60,000 shares wns soi l to a -rovi; .-f underwrite-s : ■. PUT, 
Clarence J. ohoarn, as! trustee for in-inoers Public Servico Company. 

(b) Pursuant to plan approvod by Chancellor of Court of Chancory of jelawaro, in ond for New C«s*le 'cur.* a distribution «r’U r«. - 
noldors of Missouri-Kansas Pipe Line Cocioar.v of riyhts to acquire not more than 60,COO shares of iar.hr-die ...stem . : ue u 

27, 1939, expiration dato of subscription 'warrants, holders of ouch rights ac-.uired 76,716 shares fur a * jfal a.-.our;t of 1. 
unsubscribed. VnsuUscribed sharos were in litigation in March lirlO as result of an action instituted ir. 'our* of •;anc*ry •• r ‘ •' 

Panhandle Eastern Pipe Lino Company ur.d others by Missouri-Kansas !ipe Lino Company and Lucille X. lammanr.. 

(e) based on pro forma net income for period indicated available for cocnon stock ($680,6.80) and number c' 3 par usn ori shar-- 
1365,569) Lmr.ediately followin," reclassification of no par common shares into *3 par corr.on s-ares, «« reflected i. • ros; <•-' 
Securities and Exchange Commission. 

(d) Computed on participating basis. 

(e) Not proceedc per share tc United Li.-ht £ Hallways Co., former owner of shares offered. 

(f) Not available. Offering reprosontod National Power oc Li -ht Company's entire interest in omrl’.i s Natural u»s Company. 


<••• ■• o,, . • 
7£, 1«h; 
1 rc ' 




Schedule! No. 10 


DATE ON SECURITY ISSUES 
OF NATURAL GAS COMPANIES 
FOR THE PERIOD SINCE NOVEMBER l. 


Panhandle Eastern Pipe Line Co. - Debentures, 2-3/4%. 1953 

On June 22, 1943, a syndicate headed by Glore, Forgan & Co., Isidder, 
Peabody & Co. and First Boston Corp. offered 110,000,000 of Panhandle pastern 
Pipe Line Company's 2-3/4* Debentures, due 1953, at 101. Net proceeds io the 
company were $93.74 and the cost of money was 2.90$. Sinking fund requirements 
call for the delivery or redemption of $1,000,000 in bonds in each yea:' 1943- 
1952. Bonds are callable on 30 days' notice at stated prices for each year and 
are callable for the sinking fund at slight premiums. 

Arkan sas L ouisiana Gas Company - 2-1/2% and 3-1/4? Bondr 

On September 22, 1943 the company sold $500,000 1st mortgage* 2-1/2% 
bonds, due 1945-1947 to two New York barks at par and sold $1,500,000 1st mortgage 
3-1/4* bond3, due 1948-1953 to six insurance companies at par. 

i 

I 

I 

Mon tana-Dakota Ut i litie s Co. - Exchange of preferred stock 

In October 1943 the company exchanged 19,513 shares cf 5? $100 par 
preferred ^tock for 17,739 shares of 6* preferred stock then outstanding; 1 1/10 
shares of 5? preferred stock, being exchanged for 1 share of b% preferred stock. 

Kansas Nebraska Natural Gas Comp an y ■ $5 pr eferred stoc k 

On August 18, 1943 the company sold 12,500 shares of $5.00 n<j> par 
cumulative preferred stock. Price to the public was $105 to yield 4.7b*. Price 
to underwriters was 102.34 and net price to company was $102.00. Cost of money 
was 4-90?. 


Rest Texas Gas Comreny - Notes 

In March 1942 the Securities and Exchange Commission authorised 
Southwestern Development Co. and certain subsidiaries including test Texas Gas 
Company to reduce interest rates and otherwise modify a loan agreementjwith 
Guaranty Trust Company of New York. Another modification was made ir. March 1944. 


Oklahoma Natural G as Co. - 1st Mortgage 2-7/3% Bonds of 1961 and 4-3/4* 

Prefer r ed Stock 

On March 30, 1944 $13,000,000 of the company's first mortg&g* 2-7/8% 
bonds, due 1961, were offered to the public at 101.592 by Morgan Stanley & Co. 
and Smith Barney & Co. Proceeds to the company were 101.0939. The box&as are 
callable on 30 days' notice at stated prices. Sinking fund reauirements call for 
delivery or redemption of increasing principal amount of bends in each[year 
beginning with $145,000 February 1, 1945. 
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At the same time 1?C,000 shares of 4-3/456 cumulative preferred stock 
was offered at *52 per share by a syndicate headed by Stone & Webster and 
Blodgett, Inc. Proceeds to the company were $50.0? per share. The issue is 
callable at $55 per share to January 31, 1949; thereafter for five years at 
$54 and thereafter at $53 per share. 


Kansas-Nebraska Natura l Gas Co. - u% Bo nds 

On Way 9, 1944 $1,500,000 of the company's first mortgage 4$ series 
C bonds, due 1959, were offered at 107 by Central Republic Company, proceeds to 
the company were 105. The issue has a sinking fund requirement and i^ callable 
on 30 days' notice at stated prices. 
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SECURITIES OF NATURAL GAS COMPANIES 
CHANGES IN OUTSTANDING SECURITIES SINCE COMPILATION 
OF SCHEDULE 5 



Per 

Schedule 

No. 5 | 

Revision 

ARKANSAS LOUISIANA GAS COMPANY 

First Mtge. Bonds, Series A, 2-3/4$, 1944 

First Mtge. Bonds, Series C, 2-1/2$, 1945-1947 

First Mtge. Bond3, Series D, 3-1/4$, 1943-1953 

i 

$ 2,100,000 

$ 750,000 

500,000 
1,500,000 

ATLANTIC SEABOARD CORPORATION 

Income Notes, 6$, Non-Cumulative, Demand 

12,777,000 

10,665,000 

CANADIAN RIVER GAS COMPANY 

Collateral Trust Bond3, 6$, 1943 

Long-Term Notes, 6$, Maturing Serially 

! 

3,363,000 i 
1,231,214 

2,682,000 

1,031,244 

CHICAGO DISTRICT PIPE LINE COMPANY 

Notes, 6$, 1941-1951 

Notes, 5$, Due Semi-Annually to 1951 

1,902,00C 

1,275,000 

CITIES SERVICE GAS COMPANY 

Note3, 3-1/4$, 1946 

11,000,000 

7,000,000 

COLORADO INTERSTATE GAS COMPANY 

First Mtge. 4 Coll. Trust bonds, 2-3/4$, 1945 

6,864,000 

5,864,000 

CONSOLIDATED GAS UTILITIES CORPORATION 

First Mtge. Sinking Fund, Series A, 4$, 1956 

6,500,000 

5,925,000 

EL PASO NATURAL CAS COMPANY 

First Mtge. Bonds, 3-1/2$, 1953 

First Mtge. Bonds, 3$, 1955 

Notes, 3$, 1941-1945 

Notes, 2-3/4$, 1941-1944 

Notes, 2-1/2$, 1941-1946 

First Mtge., 3$ Series, Due 1957 

Serial Notes, 2$, 1945 

Serial Notes, 4$, 1944-1949 

6,000,000 

2,700,000 

895,000 

500,000 

1,080,000 

1 

| 

i 

10,800,000 

1,500,000 

110,000 

HOUSTON NATURAL GAS CORPORATION 

First Mtge. S.F. Bonds, 4$, 1955 

Preferred Stock, 7$ Cumulative, 10,000 Shares, $50Par 
Preferred Stock, 5$ Cumulative, 40,000 Shares, $50Par 

3,500,000 

500,000 

3,398,000 

2,000,000 
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SECURITIES OF NATURAL GAS COMPANIES 
CHANGES IN OUTSTANDING SECURITIES SINCE COMPILATION 
OF SCHEDULE 5 

Per 

Schedule 
No. 5 


LONE STAR GAS COMPANY 

Bank Loan Notes, 2 & 2-3/4%, $1,150,000 Due 
Semi-Annually Through August 1, 1950 and 
*1,550,000 Due February 1, 1951 
Common Stock, 5,502,575 Shares, No Par 
Common Stock, 5,499,000 Shares, $10 Par 

MEMPHIS NATURAL GAS COMPANY 
Notes, 2-1/4—2-3/41, 1942-1943 

MICHIGAN GAS TRANSMISSION CORPORATION 
Advances, 6%, Demand 
Common Stock, 44,300 Shares, No Par 
(Consolidated with Panhandle Eastern Pipe Line Company) 

MISSISSIPPI RIVER FUEL CORPORATION 
Note, 2-3/4%, 1947 
Note, 2-3/4%, 1941-1948 
Notes, 2-1/2%, 1947 
Notes, 2-1/2%.*1941-1948 

MONTANA-DAKOTA UTILITIES COMPANY 
First MtgeV’Bonds, 2-l/2%, 1942-1949 
First Mtge. S.F. Bonds, 3-1/2%, 1961 
First Mtge. Serial Bonds, 2-1/2%, 1943-1950 
First Mtge. S.F. Bonds f 3-1/2%, 1962 
Serial Bank Notes, 2-35%, 1941-1950 
Preferred Stock, 5% Cumulative, $100 Par 
Preferred Stock, 6% Cumulative, $100 Par 17,739 
Shares 

NATURAL GAS PIPELINE COMPANY OF AMERICA 

First Mtge. S.F. Bonds^6%, 1946 extended to 1954 
Bank Loan, 1-3/4%, 1941-1943 (Notes Secured By 
Series B, 3% Bonds) 

Advances, 6% 

NEW YORK STATE NATURAL GAS CORPORATION 
Advances, Non-Interest Bearing 

NORTHERN NATURAL GAS COMPANY 
Notes, 2-1/8%, 1946-1946 


Revision 


$23,700,000 

$13, 

,687,000 

58,460,404 

54, 

,990,000 

680,015 


“ 

8,320,500 



2,240,000 


| - 

?any) 

2,200,000 

6,250,000 

1 

! 

1 

2J200,000 

4^250,000 


2,500,000 

1,1950,000 

7,500,000 

7j488,000 

3,860,000 

221,000 
750,000 
2,|730,000 

5,959,260 

7,910,550 

1,773,900 


| 

38,000,000 

1 

1 

33,500,000 

17,500,000 

12, 

500,000 

1,480,000 


1390,000 

3,475,000 


! . 

1 

4,000,000 

2, 

I 

000,000 
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SECURITIES OF NATURAL GAS COMPANIES 
CHANGES LN OUTSTANDING SECURITIES SINCE COMPILATION 
OF SCHEDULE 5 


NO.VfH PENN GAS COMPAN Y 

First, Mtge. Bonds, 5-1/2%, 1957 
Preferred Stock, Prior, |7 Cumulative 

OHIO FUEL GAS COMPANY 

Notes, Guaranteed, 4%, 1942-1946 
Advances, 64 
Common Stock 

OKLAHOMA NATU.TAL GAS COMPANY 

First Mtge. S.F. Bonds, 3-3/4%, 1955 
First Mt^e. Bonds, 3%, 1956 
Notes, 2-3/4%, 1941-1946 

PACIFIC LIGHTING CORPORATION (CONSOLIDATED) 

Southern California Gas Co. 

First Mtge. S.F. Bonds, 3-1/4%, 1970 
Sou tram Counties Gas Co. of California 
First Mtge. S.F. Bonds, 3%, 1971-1972 
Notes, 2%, 1943-1949 
Southern California Gas Co. 

Preferred Stock, 6% Cumulative, 114,532 ) 

Shares, $25 Par ) 

Preferred Stock "A", 6%, 783,032. Shares $25 Par) 

PANHANDLE EASTERN PIPE LINE COMPANY 
First Mtge. S.F. Bonds, 3%, 1962 
Debentures, 2-3/4%, 1953 
Notes, 0.75%—1.5%, 1942-1945 
Preferred Stock, 5*6% Cumulative 
Preferred Stock "B", 6% Cumulative, 10,000 Shares, 
$100 Par 
Common Stock 

PEOPLES NATU UL GAS COMPANY (PA.) 

Common 

SOUTHERN NATURAL GAS COMPANY (CONSOLIDATED) 

First Mtge. Pipe Line S.F. 3onds, 3-1/4%, 1956 
Alabama Gas Company 

First Mtge. Bonds, 4-1/2%, 1951 
Serial Notes, 2-1/2%, 1942-1947 


Per 

Schedule 
_ . No. 5 

Revision 

$ 3,450,000 i 
601,300 

i 3,417,000 
594,200 

3,000,000 

6,075,000 

60,471,135 

1,500,000 

5,325,000 

63,097,065 

16,700,000 

4,500,000 

5,500,000 

16,600,000 

3,956,000 

3,500,000 

35,000,000 

32,794,000 

13.000,000 

5,500,000 

12,610,000 

2,500,000 

22,439,100 

22,287,350 

10,000,000 

5,000,000 

14,396,500 

9,250,000 

10,000,000 

2,500,000 

14,371,500 

1,000,000 

20,184,175 

20,250,000 

13 , 200,000 

17,000,000 

13,362,000 

13,538,000 

1,351,000 

4,100,000 

1,292,000 

2,900,000 
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SECURITIKS OF NATURAL GAS 

COMPANIES 

j 


CHANGES IN OUTSTANDING SECURITIES 

SINCE COMPILATION 



OF SCHEDULE 5 





Per 




Schedule 

| 



No. 5 


Revision 

TEXGMA NATURAL GAS COMPANY 


1 


First Mtge. Bonds, 6%, 1954 

519,050,000 

$| 

16,050,000 

UNITED FUEL GAS COMPANY 




Serial Notes, 4%, 1946 

3,000,000 


1,500,000 

Advances, 6% 

U, 235,000 

1 

1 

L2,035,000 

VIRGINIA GaS TRANSMISSION CORPO;<ATION 


! 

i 


Advances, 6% 

4,013,000 


3,340,000 

KEST TEXAS GAS COMPANY 




Notes, 3%, 1940-1945 

2,550,000 


- 

Serial Notes, 2-1/2 —2-3/4%, 1947 

- 


1,650,'X0 
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Schedule B 


MISSISSIPPI RIVER FUEL CORPORATION 

Formula for determining taxable net income 
when amount that must remain after the pay¬ 
ment of Federal Income Taxes is known — 
baaed on 1944 Income Thx Rates and 1943 Sales 
Volumes of Mississippi River Fuel Corporation 


Let. x = Taxable Net Income. 

Let. Y = Amount to remain after payment of taxes. 


Then: 

f" ( * t 1 3 .971,232) 

X-Z x-(45,190,533 2 ) 

f ( x 13,971.339 ) 

~L (45,190,533 2 


- 968,793/ .855 

- 968,793/' .40 = i 


Reducing this formulaj 

( 


-(«- 6T4597034 " 968 ' 793 1 * 855 -i z.469,034 ^ 968 ' 793 ] -40 = Y 


6.469,034 X - 5.531,024 x / .855 X / 5,353,417 - .40 x - 2,506,861 

= 6.469,034 Y 


x = 4.643,925 Y - 2,047,046 

Applying this formula to an allowable return of $906,920 and making 


adjustments for other Income and Income 

Deduo tions, 

Return 

,‘906,920 

Add: Other Income 

11,444 

Deduct: Income Deductions 

151.791 

Amount remaining after the 
payment of Income Tax 


-Y = 

736,573 


Then: 

x = (4.643,925) (736,573) - 2,047,046 

x = 1,373,544 = Taxable Net Income 


(with an error of $2.00 in the seventh place) 
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MISSISSIPPI RIVER FUEL CCFPCRA7X0N 

SUMMARY CF COST ALLOCATION 
3T 

CIA SSTF TC ATI ON OF CUSTOMERS 
1942 




COINCIDENTAL 





COST OF SERVICE 




ANNUAL 

PEAK DAY nr 






DIPSO 

T CHARGES 



SALES 

IfCF C? FIRM GAS 

LOAD 





FIRM 

INTERRUPTIBLE 


PARTICULARS 

VOLUME 

(1-25-43) 

FACTOR 

REVENUES 

DEMAND 

COMMODITY 

RESALE 

INDUSTRIAL 

INDUSTRIAL 

CRCSSETT 

Direct Sales 











Crosaett 

1,573,172 

3,042 

85.5 

$ 103,149. 

♦ 

$ 

♦ 

* 

$ 

♦104,697. 

Flrn Industrial 

14,002,009 

49,054 

82.7 

3,430,741. 

1,502,694. 

1,334,813. 


93,137. 



Interruptible Industrial 

15.134,921 

7,307 

— 

£.227,102. 





1 ,431,200. 


TOTAL 

31,510,102 

61,403 


5,760,992. 

1,317,146. 

1,334,813. 


93,137. 

1,431,200. 

104,697. 

TOTAL EC-CRCSSETT 

29,936,930 

56,361 

— 

5,657,843. 

1,317,146. 

1.334,813. 


93,137. 

1,431,200. 



Sales to Utilities for Resale 











Arkansas Louislena Gas Co. 

409,317 

2,918 

38.3 

123,327. 

89,337. 

36,956. 

36,264. 




Arkar.aes Power & Light Co. 

930,927 

6,299 

40.3 

230,227. 

192,934. 

83,949. 

54,301. 




Missouri Netural Gas Co. 

338,410 

2,736 

33.3 

120,861. 

84,017. 

32,321. 

3,140. 




Laclede Gas Light Co. 

6,725,434 

33,932 

54.3 

1,393,063. 

1,040,243. 

606.485. 

21.932. 




St. Louis County Gas Co. 

2,439,699 

16,711 

40.0 

682,023. 

311,934. 

220,007. 

2,279. 




Union Qactric Co. of Illinois 

106.610 

387 

75.4 

30,688. 

11,748. 

9,614. 

1,038. 




Illinois Iowa Power Co. 

1.077.221 

4.130 

71.1 

303.695. 

127.093. 

97.141. 

2.132. 




TOTAL SALES FOR RESALE 

12,048,118 

67,133 

49.2 

3,087,886. 

2,057,348. 

1,086,473. 

123,346. 




TOTAL SYSTEM 

43,338,220 

128,336 

92.8 

8,848,878. 

3,360,042. 

2,4a,286. 

123,346. 

93,137. 

1,431,200. 

104,697. 

TOTAL SYS TO- EX-CRCSSETT 

41,985,048 

123,314 

93.1 

8,745,729. 

3,360,042. 

2,421,286. 

123,346. 

93,137. 

1,431,200. 



( ) Decrease 




► 


Sutpl eaent to 
Exhibit 43 

Sohedule A 

I 

Sheet No. 1 of 1 


TOTAlj. 
cost jor 

UXR7 ICE 


EXCESS 
REVENUE 
C7ER COST 
OF SERVICE 


$ 104,^97. 

2,930,644. 

1 ,01,200. 

T 

4,466,641. 

4,361,4*44. 


♦ (1,546.1 

600,097. 

"95,902. 

1.294,451. 

1,?96*999. 


162,3|77. 

(39.r:- 

331,404. 

r 

r 

a 

r 4 

O 

H 

121,4?8. 

i*l" 

1,668,6^2. 

( 73 , 

734,2p0. 

(52,18" 

22,420. 

8,768 

226.3*6. 

7°.30° 

3,267,1 J.?. 

(179,JO] 

7,733,7(j>8. 

l.ur.i-c 

7,eu9,oiji. 

i 

1 .115.71-' 

1 

i 

1 

2 ^ .5 


4 


* 


I 

i 

I 





MISSISSIPPI RIVER FUEL CORPORATION 

SUMMARY OP COST ALLOCATION 

BY 

CLASSIFICATION CP CUSTOMERS 

1942 





^-1 

mxtpf 

Sxhi 

Sohe 

Shee 

il«Mn« to 
bit 43 

dole B 

t TfO. 1 Of 1 

PARTICULARS 

ANNUAL 

SALES 

VOLUME 

COINCIDENTAL 
PEAK DAT IN 

MCE OP PIRM QA3 
(1-23-435 

1 LOAD 
FACTOR 


DEMAND 

COST OP SERVICE 

"dTrsct charges” 

PIRM AND 
INTERRUPTIBLE 

COMMODITY RESALE INDUSTRIAL 

CROSSST? 

TOTAL 

cost or 

SERVICE 

— 

1 

XZC133 

REVENUE 

DTE* COST 
OP SERVICE 

REVENUES 

Direct Sales 













Croaaett 

1,373,172 

3,042 

83.3 

# 103,149. 

9 

♦ 

9 

9 

9104,697. 

9 104.69 1 

h 

9 (1,348.) 

Fir* Industrial 

14,802.009 

49,034 

82.7 

3,430,741. 

1,414,049. 

1,349,748. 


93,137. 


2,836,734. 

373,807. 

Interruptible Industrial 

13,134,921 

7.307 


2.227.102. 

210.398. 

1,380.106. 


24.002. 


1,614,306. 

612.596. 

TOTAL 

31,510,102 

61,403 


3,760,992. 

1,624,447. 

2,729,834. 


117,139. 

104,697. 

4,376,13' 

i 

7. 

1,184,888. 

total xx-CRossrrr 

29,936,930 

36,361 


3,637,843. 

1,624,447. 

2.7*9,834. 


117,139. 


4,471,44 

). 

1,186,403. 

Sales to Utilities for Resale 













Arkansas Louisians Css Co. 

409,817 

2,918 

38.5 

123,327. 

84,017. 

37,370. 

36,264. 



1 

157,631. 

(34,324.) 

Artanaes Pcwer * Light Co. 

930,927 

6,299 

40.3 

230,227. 

181,362. 

84,889. 

34,301. 



320,932. 

(90,7*8.) 

Missouri Natural Cas Co. 

338,410 

2,736 

33.8 

120,861. 

79,033. 

32,682. 

3,140. 



116,836. 

4,006. 

Laolede Cas Light Co. 

6,723,434 

33,932 

34.3 

1,393,063. 

978,636. 

613,271. 

21,932. 



1,613,87' 

f. 

(18,814.) 

St. Louis County Cos Co. 

2,439,699 

16,711 

40.0 

682,023. 

481,318. 

222,468. 

2,279. 



706,06! 


(24,042.) 

Ufclon Electric Co. of Illinois 

106,610 

387 

73.4 

30,688. 

11,392. 

9,722. 

1,038. 



22,17! 


8,816. 

Illinois loea Power Co. 

1.077.221 

4,130 

71.1 

303.693. 

119.617. 

98.228. 

2,132. 



219.99' 

El 

85,698. 

total sal is fcr resale 

12,048,118 

67,133 

49.2 

3,087,886. 

1,935,393. 

1,098,630. 

123,346. 



3,187,87] 

L 

(69,688.) 

TOTAL SYSTEM 

43,338,220 

128,336 

92.6 

8,848,878. 

3,360,042. 

3,828,484. 

123,346. 

117,139. 

104,697. 

7.733,708. 

1,115,170. 

total system - ec-crossxtt 

41,983,048 

123,314 

93.1 

8,743,729. 

3,360,042. 

3,828,484. 

123,346. 

117,139. 


7,619,01^.. 

1,116,718. 


{ ) Dmtmn 


MISSISSIPPI RTVB* FUEL CORPORATION 


SUMMARY OT COST ALLOCATION 
ST 

CLASSIFICATION OF CUSTOMERS 
1948 


Soppl«B 0 Bt to 
KchlMt 43 

Scb#6nl« C 

Shoot Ho. 1 of I 1 


PARTICULARS 

ANNUAL 

SAL S3 
VOLUME 

COINCIDENTAL 
PEAK DAT IN 

MOT OF SYSTEM 
(3-3-43) 

LOAD 

FACTOR 

Plroct 3*lea 

CrOS3<*tt 

1,373,172 

4,833 

88.8 

Firt Industrial 

14,808,009 

30,131 

80.9 

lutorruptlslo LnCuatriai 

13.134.9a 

23,918 

-• 

TOTAL 

31,310,102 

78,922 


total ex-crossett 

29,936,930 

74,069 

— 

Salta to Utilltlaa for R**al« 

Arkwisss Louisiana Oeo Co. 

*09,817 

3,033 

36.9 

Arlcan so a Powar 4 Light Co. 

930,927 

6.830 

3*.2 

MiaaOurl Natural C«a Co. 

308,410 

2,600 

37.8 

L«cla<5« Cea Light Co. 

6,723,434 

31,228 

39.0 

St. Loula County Zaa Co. 

2,439,699 

14,431 

46.3 

Union Sltctrlc Co. of IllinolB 

106,610 

362 

80.7 

Illinois Pow^r Co. 

1.077.2a 

3,923 

73.2 

TOTAL SALES FOR RESALE 

12,048,118 

62,469 

32.8 

TOTAL 3YSTHK 

43,338,2*0 

141,391 

84.S 

TOTAL STSTM - SX-CRCSSZTT 

41,983,048 

136,336 

84.2 


( } >crMM 


COST OF SERVICE 


Put EOT _ j EXCESS 



DEMAND 

camoDiTT 

RESALE 

FIRM AND 

nnWRCPTIBLE 

INDUSTRIAL 

CR05SETT 

TOTAL 
cost ar 

SERVICE 

RETINUE 
OVER COST 
OF SUV 101 

Raw 1 ir* JJtj 

$ 103,149. 

8 

$ 

♦ 

♦ 

#103,987. 

# 103,987. 

# (838.) 

3,430,741. 

1,307,864. 

1,349,748. 


93,137. 


2,730,749. 

679,99*. 

2,227,102. 

623,844. 

1.380.108. 


24,002. 


2.027,98*. 

199.130. 

5,760,992. 

1,931,708. 

2,729,834. 


117,139. 

103,987. 

4,682,688. 

078,304. 

3,637,843. 

1,931,708. 

2,729,834. 


117,139. 


4,778,701. 

879,142. 

123,327. 

79,761. 

37,370. 

36,264. 



133,395. 

(30,068.) 

230,227. 

178,730. 

84,889. 

34,301. 



318,140. 

(87,913.) 

120,861. 

67,634. 

32,682. 

3,140. 



103,476. 

13,385. 

1,393.063. 

814,344. 

613.271. 

21,982. 



1,449,367. 

143,498. 

682,023. 

376,727. 

222,468. 

2,279. 



601,474. 

80,349. 

30,688.- 

9,614. 

9,722. 

1,036. 



20,394. 

10,294. 

303.693. 

102,194. 

98,228. 

2,132. 



802.374. 

103.1a. 

3,087,886. 

1,629,044. 

1,098,630. 

123,346. 



2,831,080. 

836,866. 

8,848,878. 

3.360.732. 

3,828,484. 

123,346. 

117,139. 

103,987. 

7,733,706. 

1,113,170. 

8,743,729. 

3,360,752. 

3,828,484. 

123,346. 

117,139. 


7,689,7a. 

1,116,008. 


2916 


TO 


MISSISSIPPI RIVER FURL CORPORATION 

ALLOCATION OF COST, AS ADJUSTED, BETWEEN 
DEMAND AND COMMODITY C06TS A8 RESPECTS FIRM 
GAS, AND DIRECT CHARGES BY CLASSIFICATION 

CALENDAR YEAR 1942 


SCPPIEMENT 
EXHIBIT NO 


43 


SCHEDULE *j). D 


Shoot No, 1 of 2, 


- 



COST OF 




DIRECT CHARGES 

. - - _L 


CLASSIFICATION 

SERVICE 

ADJUSTED 

DEMAND 

COMMODITY 

RESALE 

INDUSTRIAL 
( Fir ») 

INDUSTRIAL 
(Interruptible) 

CROSSETT 

Gas Purchased 

♦3,090,660. 

♦ 

♦1,935,480. 

♦ 

♦ 

$1,090,996. 

♦ 64,185. 

Gas Purchased Expense 








Severance and Gathering Taxes 

Other 

100,640. 

113,773. 

28,444. 

58,510. 



32.981. 

85,329. 

9,149. 

Total Gas Purchased 

3,365,073. 

28,444. 

1,993,990. 



1,209.505. 

75,334. 

Transmission Expenses 








Operationt 






i 


Supervision# Engineering 

Compressor Station Labor 

Measuring & Regulating 

Station Labor 

Compressor Station Supplies A Expenses 
Compressor Station Fuel 

Measuring A Regulating 

Station Supplies A Expenses 

Transmission Mains - Labor 

Transmission Mains - Supplies A Expenses 
Transmission Maps A Records 

44,995. 

331,197 

15,164. 

129,238. 

258,578. 

2,646. 

67,345. 

26,388. 

5,131. 

44,895. 

248,398. 

15,164 

2,646. 

67,345. 

26,388. 

5,131. 

51,047. 

81,072. 

162,926. 



29,948. 

j 

4tf,S8S. 

93.213, 

1,904. 

1,578. 

2,459. 

TOTAL 

880,582. 

409,967. 

295,045. 



169,54$. 

5,921. 

Maintenance 








Supervision A Engineering 

Compressor Station Structures 

Measuring A Regulating Structures 

Other Transmission 8ystem Structures 

Mains 

Compressor Station Equipment 

Measuring A Regulating Station Equipment 
Other Transmission System Equipment 

24,254. 

4,526. 

256. 

6,989. 

166,003. 

275,732. 

9.301. 

1,010. 

24,254. 

4,526. 

256. 

6,989. 

166,003. 

66,580. 

9,301. 

1,010. 

132,251. 



74,548. 

2,353. 

TOTAL 

488,071. 

278,919. 

132,251. 



74,546. 

2,S*3. 

1 

Miscellaneous 







1 

1 

Rents 

7,646. 

7,646. 






TOTAL TRANSMISSION SYSTEM EXPENSE 

1,376,299. 

896,532. 

427,296. 



244,197. 

8,274. 
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MISSISSIPPI RIVES FUEL CORPORATION 



SUPPTEMENT TO 

EXHIBIT 10. 43 

,_1 




ALLOCATION OP COST. AS ADJUSTED. 3STWESV 

DEMAND AND COiGiODITr COSTS AS RESPECTS FIRM 

GAS, AND DIRECT CHARGES BT CLASSIFICATION 

CALENDAR VELAR 1942 


SCHEDULE # 

Sheet Vo. 

0. _D_ 

2 of 2 


cost or 



DIRECT CHARGES 



S2X7ICX 



laiXJSTklAL 

I wo uB TRIAL 


CLASSI PI CATIOlf 

ADJUSTED 

DEMAND COMMODITY 

RESALE 

(Fir*) 

(Interruptible) 

CROSSKTT 

Distribution Expenses 





1 


Operation 

$14,151. 

t $ 

% 5,823. 

$ 5,675. 

$ 2,579. 

1 74. 

Maintenance 

22,916. 


9,429. 

9,190. 

4,176. 

119. 

Mlscellaneous 







Rants 

86. 



86. 



TOTAL DISTRIBUTOR EXPENSES 

37.153. 


15,252. 

14,951. 

6,767. 

193. 

Customer's Accounting & 







Collecting Expenses 







Customer's Contracts £ Orders 

1.930. 


281. 

1,066. 

523. 

40. 

Motor Reading 

30,903. 


12,718. 

12,393. 

5,633. 

161. 

Customer's Billing 4 Accounting 

4,3?7. 


704. 

2,715. 

1,307. 

101. 

Uncollectible Accounts 





1 


Miscellaneous Expenses 

35. 


5. 

20. 

9. 

1. 

TOTAL 

3?,. 695. 


13,703. 

16,214. 

7,472. 

303. 

Administrative £ General Expense 







Operation 

27S.OS6, 

278,036. 



1 

| 


Maintenance 

6,414. 

S , v .1 -4 . 





Rents 

3,641. 

_6,S4?.. 



. _ . 


TOTAL ADMINISTRATIVE A GENERAL 





1 

| 


EXPENSES 

291.241. 

2 * i r 242 . 





TOTAL OTHER OPERATING EXPENSES 

1,742,288, 

987,575. 4 27’, 298. 

28,958. 

31,165. 

258,426. 

j 

8,770. 

Depreciation 4 Amortisation 

7=4.173. 

731,273. 

31,449 

20,648. 

3,266. 

7,547. 

Taxes - Federal Income 

691,242. 

636,425. 

27,369. 

17,970. 

2,834. 

6,543. 

Othor 

315.570. 

325,670. 





Return • 6-1/2^ 







On Set Plant Aocount 

398.223. 

627,113- 

35,570. 

23,354. 

3,683. 

8,503. 

On Working Capital 

43,550. 

45,550. 





TOTAL RETI RN 

941,77 3, 

370,665. 

56,570. 

23,354. 

3,683. 

8,503. 

Credits from other ‘Gas Revenues 

( 56,510} 

‘ { 10,006) 



(46,304.) 


TOTAL COST OF SERVICE 

7,733,708. 

3,560,042. 2.4 21,288. 

123,346. 

93,137. 

1,431,200. 1C 

4,697. 
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3120 


i 


YISSI3STFPI RIVES FUEL CORPORATION 

Supplw.et.t *© 

SUNT-ARY or COST ALLOCATION Exhibit *4 

w 

CLASSIFICATION C? CmTCVERS Schedulo A 

— 

1943 Shaat No[ 1 Of 1 




COINCIDSTTAL 




' m 

cost cr 




-[ 


EXCESS 


ANNUAL 

PSAX OAT IN 






DIR S3 

T CHAP OSS 


TOTAL j 


REVENUE 


SAL S3 

yep or rr&s 5as 

LOAD 





firm 

ivrffiyjpT niU! 


COST OF 


OVER COST 

PARTICULARS 

7glu?»t: 

(1-7-44) 

TACTGR 

REVENUES 

DEMAND 

CC.O'CTITT 

RESALE 

INDVCTRlAL 


CRCGSETT 

SERVICE! 


cr SERVICE 

Direct 2nl*« 











1 



Croasatt 

1,691,428 

5,006 

92.3 

% 111,0644. 

t 

* 

$ 

i 


4109,115. 

t 109,ll) 

ft 

- • 

* 1.969. 

Tira Industrial 

15,583,434 

51.676 

62.6 

3,537,410. 

1,545,589. 

1,402,243. 


90,017. 



3,037,841 

7* 

599,561. 

Intarruptlbla industrial 

13,756,529 

11,681 

-- 

?, i07 9 8C8• 





1.303,262. 


1.303.261 

n 

is. 

804.546. 

TOTAL 

31,031,401 

69,363 


5,856,302. 

1,545,589. 

1,402,242. 


90,01". 

1,303,262. 

109,115. 

4,45C,22f| 

> * 

1,406,076. 

TOTAL JE-CR0SSE7T 

25.339,973 

63,357 


3,745,216. 

1,543,595. 

1,402,242. 


50,017. 

1,303,262. 


4,341,11] 

f- 

1,404,107. 

Salas to Utilltlaa for Rasnla 














Arkansas Loui i.i ana Cas Co. 

487,450 

3,600 

37.1 

144,241. 

107,498. 

42,362. 

34,826 . 




186,186 

• 

(41,945.) 

Art anna a ?o*wir * Light Co. 

1,134,208 

6,323 

49.1 

266,981. 

189,084. 

iC? 050, 





343.464 

• 

(76,483.) 

Missouri Natural Oas Co. 

387,869 

2,476 

42.9 

130,622. 

74,233. 

:s;,9C2. 

t ,365. 




114,IOC 


16.532. 

Lacleda Saa Light Co. 

7,319,008 

34,146 

62.7 

1,969.023. 

1,021,405. 

* v w' » ' • 

21,107. 




1,746,086 

• 

122,944. 

St. Louis County Can Co. 

2,550,222 

14,145 

49.4 

713,911. 

422,9*0. 

225,477. 

5,212. 




654,676 

• 

64,133. 

Union mactrlc Co. of Illinois 

115,322 

429 

73.7 

23,203. 

12,956. 

10,3'.’7. 

2 ,038. 




24,373 


8,832. 

Illinois Iowa Fo*»ar Co. 

1,201,321 

4,276 

77.0 

335,017. 

127,807. 

ICb ,C^*' • 





237.995. 

97.022. 

TOTAL SALES TCP RESALE 

13,695,401 

65,397 

57.4 

3.497,913. 

1,933,972. 

1 ,232,3C2. 

.18,555. 




3,306,883 

' • 

191,035. 

TOTAL SYSTEM 

44,726,902 

133,760 

91.6 

9,354,220. 

2,501.561. 

2,634,595. 

116,559. 

90,017. 

1,303,062. 

109,115. 

7.757,109 

* 

1.597,111. 

TOTAL SY3TT» EX-CRCSSETT 

43,035,274 

128,754 


9,242,136. 

3,501,561. 

2,634,595. 

119,553. 

rC,017 . 

1,503,262. 


7,647,954 

j. 

1,595,142. 
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( ) D«cr*es« 
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i 

! 

i 

I 

I 



MISSISSIPPI RT7JR PUSL CORPORATION 

SUMMARY (g COST ALLOCATION 
BT 

CLASSIFICATION OF CUSTOMERS 
1943 


Z 

i 


Supplsnant to 
Exhibit 44 

Schadula B 

Shoot No. 1 of 1 


COINCIDENTAL 



ANNUAL 

PEAK DAT IN 



SALES 

VCT OF FIRM CAS 

LOAD 

PARTICULARS 

VOLUME 

, u- 7 -**)_ 

FACTOR 


Diroot Soloo 


Croooott 

1,691,488 

3,006 

92.6 

Fir* Industrial 

13,583,434 

31,676 

82.6 

Intorruptlblo Industrial 

13,736,339 

11,681 

mm 

TOTAL 

31,031,401 

68,363 


TOTAL KX-CROSSSTT 

29,339,973 

63,337 

— 

3«l*o to Utmtloa for Raaale 

Arkansas Louisiana Cos Co. 

487,430 

3,600 

37.1 

Arkansas Powar at Light Co. 

1,134,206 

6,323 

49.1 

Missouri Natural Oaa Co. 

387,869 

2,470 

42.9 

Lacleda Cas Light Co. 

7,819,000 

34,146 

62.7 

3t. Loulo County Gas Co. 

2,330,223 

14,143 

49.4 

Union Slactrlc Co. of Illinois 

115,322 

429 

73.7 

Illinois Iowa Powar Co. 

1.201,321 

4,276 

77.0 

TOTAL SALES FOR RESALE 

13,693,401 

63,397 

37.4 

TOTAL STSTDf 

44,726,802 

133,760 

91.6 

TOTAL STSTW EX-CR05SSTT 

43,033,374 

128,734 

91.6 


( ) Doeroooo 


COST Cf SERVICE _ [ _ 

_DIRECT CKAROB3_ BCCESS 



DEMAND 

COMMODITY 

RESALE 

FIRM ANb 

INTERRUPTIBLE 

INDUSTRIAL 

CROSSTTT 

TOTAL 

COST OF 
SERVICE 

REVENUE 
CVW COST 
OF SERVICE 

REVBtUE3 

$ 111,064. 

$ 

♦ 

$ 

1 

♦109,113. 

♦ 109,113. 

♦ 1,969. 

3,637,410. 

1,403,327. 

1,417,449. 


90,017. 


2,918,993. 

724,417. 

2,107,808. 

317.391. 

1,231,877. 


83.413. 


1.398.883. 

513.323. 

3,836,302. 

1,723,118. 

2,668,786. 


113,438. 

109,113. 

4,614,391. 

1,241,911. 

3,743,218. 

1,783,118. 

8,668.726. 


113,432. 


4,303,276. 

1,839,942. 

144,241. 

98,044. 

44,338. 

34,826. 



177,206. 

(32,967.) 

266,981. 

171,927. 

103,166. 

32,321. 



327,414. 

(60,433.) 

130,632. 

67,230. 

33,280. 

4,963. 



107,473. 

23,137. 

1,069,033. 

928,514. 

711,207. 

21,107. 



1,660,928. 

206,103. 

718.811. 

384,821. 

231,965. 

2,212. 



618,998. 

99,813. 

33,203. 

11,333. 

10,489. 

1,038. 



23,082. 

10,121. 

333.017. 

116.252. 

109.271. 

2.090. 



227.613. 

lQT.ifli^ 

3,497,918. 

1.778,443. 

1,243,716. 

118,339. 



3,142,718. 

335,800. 

9,334,220. 

3,501,361. 

3,914,448. 

118,339. 

113,432. 

109,113. 

7,737,109. 

1,397.111. 

9,243,136. 

3,301,361. 

3,914,448. 

118,539. 

113,432. 


7,647,994. 

1,393,142. 
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MISSISSIPPI RIVER F’TL CORPORATION 

SUMMARY OF COST ALLOCATION 
3Y 

CLASSIFICATION OF CUSTOMERS 
1943 


SuFplanant ito 
Exhibit 44 

Sohadul* jc 

Shaat No. 1| of 1 




COINCIDENTAL 



ANNUAL 

PEAK DAY 3N 



3ALE3 

MCF OF SYSTEM 

load 

PARTICULARS 

VOLUME 

(2-14-4*) . 

FACTOR 


Direct Salao 


Croaaatt 

1,691,428 

4,956 

93.3 

Firs Industrial 

13.583,434 

47,488 

89.9 

Interruptible Industrial 

13.736,339 

27,269 

— 

TOTAL 

31,031.401 

79,713 

• • 

TOTAL EX-CROSS ETT 

29,339,973 

74,737 

— 


Salas to Utllltlas for Rsaala 

Arkansas Louisiana Gas Co. 

487,430 

3,271 

40.8 

Arkansas Powar 3c Light Co. 

1,134,208 

3,291 

38.7 

Missouri Natural Gas Co. 

387,869 

2,292 

46.4 

Leclada Gas Light Co. 

7,819,006 

32,440 

66.0 

St. Louis County Gas Co. 

2,330,223 

13,148 

45.3 

Union Electric Co. of Illinois 

115,322 

397 

79.3 

Illinois Iowa Powar Co. 

1.201,321 

4,270 

77.1 

TOTAL SAL S3 FCR RESALE 

13,695,401 

61,109 

61.4 

TOTAL SYSTEM 

44,726,802 

140,822 

82.3 

TOTAL ST3T3M EX-CR033ETT 

43,033,374 

135,866 



( ) Dscraass 


i 


COST OF SERVICE 


REVENUE 

DEMAND 

COMMODITY 

RESALE 

DIRECT CHARGES 
FIRM AND 
INTERRUPT 19 LE 
INDUSTRIAL 

CROSSETT 

TOTAL 

COST CF 
SERVICE 

EXCESS 
RETINUE 
<mp COST 

OF SERVICE 

$ 111,084. 

$ 

* 

* 

4 

3108,805. 

t 108,805. 

i 

3 2,279. 

3,637,410. 

1,223,904. 

1,417,449. 


90,017. 


2,731.570. 

906,040. 

2,107,808. 

702,825. 

1,251,277. 


23,415. 


1.977.517. 

130,291. 

3,836,302. 

1,926,729. 

2,668,726. 


113,432. 

108,805. 

4,817,692. 

1.038,610. 

5,743,218. 

1,926,729. 

2,668,726. 


113,432. 


4,708,887. 

1,036,331. 

144,241. 

84,395. 

44,338. 

34,926. 



163,559. 

(19,318.) 

266,981. 

136,573. 

103,166. 

52,321. 



292,060. 

(25,079.) 

130,632. 

59,182. 

35,280. 

4,965. 



99,427. 

31,205. 

1,869,033. 

836,247. 

711,207. 

21,107. 



1,568,561. 

300,472. 

718,811. 

338,631. 

231,965. 

2,212. 



5-2,808. 

146,003. 

33,203. 

10,155. 

10,489. 

1 ,C38. 



21,682. 

11,521. 

335.017. 

109.959. 

109,271. 

2.090. 



221.320. 

- -U-3.697. 

3,497,918. 

1,575,142. 

1,245,716. 

118,559. 



2,929,417. 

558,501. 

9,354,220. 

3,501,871. 

3,914,442. 

118,559. 

113,432. 

108,805. 

7,757,109. 

l,597,m. 

9,243,136. 

3,501,871. 

3,914,442. 

118,559. 

113,432. 


7,648,304. 

1,594,852. 
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MISSISSIPPI RIVER nTEL CORPORATION 


SUPPLEMENT Tp 
SXHIBTT Wo. 44 


ALLOCATION OF COST, AS ADJUSTED, BETWEEN 
DEMAND AND COMMODITY COSTS AS RESPECTS FIRM 
OAS, AND DIRECT CHARGES 3Y CLASSIFICATION 

CALENDAR YEAR 1345 


SCHEDULE No. D 


Sheet No. 


M f 



COST OF 




DIRECT CHARGES 




SERVICE 




itiDtiSft'LAL 


I 


CLASSIFICATION 

ADJUSTED 

DEMAND 

COMMODITY 

RESALE 

(Firm) 

(Interruptible) 

CROSSE?? 

Oaa Purchased 

♦3,136,793 

$ 

$2,127,286. 

$ 

$ 

$999,497. 

$ 3$,010. 

tea Purchased Expanse 









Sa-re ranee A Gathering Tax*a 

104,803. 


64,614. 



30,369. 


9,630. 

Othar 

116,102. 

32,793. 

• 



82,309. 



Total Gaa Puroiiaaed 


52,793, 

2,191,900. 



T,Tl2,165. 

78,840. 

Transmission Expense* 







1 


Operation! 







1 


Supervision A Engineering 

44,629. 

44,529. 







Compressor Station Labor 

336,712. 

252,534. 

65,059. 



23,908. 


2,221. 

Measuring 4 Regulating Station Labor 

14,328. 

14,328. 







Compressor Station Supplies A Expenses 

135,414. 


90,518. 



43,285. 


1 , 610 . 

Compressor Station Fuel 

284,036. 


177,078. 



S4,4C1. 


2,557. 

Measuring 4 Regulating Station Suppllaa 









and Expenses 

2,367. 

2,367. 





| 


Transmission Malx.s - Labor 

70,348. 

70,346. 





1 


Transmission Kalns - Suppllaa 4 Expanaaa 

22.667. 

22,667. 





1 


Transmission Maps 4 Raoorda 

6,224. 

6,224. 





i 

J_ 

TOTAL 

896,623. 

412,995. 

522,655. 



154,596 

1 

i 

S,37&. 

Maintenance 









Supar-vikion 4 Engineering 

28,690. 

26,590. 







Compressor Station Struoturaa 

2,660. 

2,660. 







Measuring 4 Regulating Structuraa 

177. 

177. 







Othar Tranaalaaion System Struoturaa 

6,899. 

6,899. 







Maina 

152,094. 

152,094. 







Compraaaor Station Equipment 

235,265. 

56,794. 

120,040. 



5e,40i. 


2,C20. 

Measuring 4 Regulating Station Kquipawnt 

9,671. 

9,671. 







Othar Tranamiaaion Syatan Equipment 

855. 

836. 






4 - mmm*m 

TOTAL 

433,181. 

254,720 

120,040. 



56,401. 


2,020. 

Miscellaneous 









Rents 

3,083. 

8,OSS. 






TOTAL TRANSMISSION SYSTEM EXPENSE 

1,337,887. 

875,798. 

442,395, 



210,996. 


e,?&8. 


CLASSIFICATION 


Distribution Expense* 

Op# ration 
Maint#n*no# 

Ml *c« 11 an* ou c i 
Renta 

TOTAL DISTRIBUTION EXPENSES 

Cu etcaae r s ^Accounting A 
*oII#otT ing Expense a * 

Customer'» Contract* 4 Order* 

Meter Reading* 

Cuetoeer’e Billing 4 Accounting 
Uncoll#otibl# Account* 

Miscellaneous Expenses 

TOTAL 

Adnlnistratl-r# 4 General Expense 

Operation 

Maintenance 

Rents 

TOTAL ADMINISTRATIVE AND GENERAL EXPENSES 
TOTAL OTHER 01 ’RATING EXPENSES 

Depreciation 4 a*, -tisation 

Tsxes - Federal Inooae 
• Other 

Return C 6-l/Z% 

On Rate Base 
On Working Capital 

TOTAL re runs 

Credits Frcm Other Gaa Revenues 
TOTAL COST OF SERVICE 


MISSISSIPPI RIVER FUEL CORPORATION 

ALLOCATION OF COST* AS ADJUSTED. BETWEBN 
DEMAND AND COMMODITY COSTS AS RESPECTS FIRM 
GAS. AND DIRECT CHARGES BY CLASSIFICATION. 

CALENDAR TEAR 194? 


SUPPLEMENT 
EXHIBIT No. 

SCHEDULE No 



Sheet No. 


2 of 2 


COST OF 
SERVICE 
ADJUSTED 

DEMAND 

COMMODITY 


DIRECT 

CHARGES 

! 


RESALE 

INDUSTRIAL 

(Finn) 

INDUSTRIAL 
(Interruptible) 

d 

RQSSE7T 

$16,566. 

* 

% 

$ 6,406. 

♦ 6,242. 

$ 2.857. 


$ 81. 

20,656 



8,491. 

8,276. 

3,762. 


107. 

101. 




101. 




55,502. 



14.896. 

14,619. 

6,599. 


188.’ 

1.200. 



176. 

676. 

325. 


25. 

29,260. 



12,036. 

11,750. 

5.332. 


152. 

4,227. 



616. 

2,378. 

1,145. 


88. 

2,104 



307. 

1,185. 

570. 


44. 

55,781. 



13.134. 

15,966. 

7.372. 


309. 

506,427. 

506,417. 







6,698. 

6,896. 







6,466. 

n 

* e 







319,531. 

515,►. 







1,750,551. 

996,579. 

*42,696. 

28,030. 

50.586. 

224,967. 


8,895. 

805,200. 

740,155. 


31,566 

20,725 

3,293. 


7,463. 

656,969. 

586,985. 


26,033. 

16,454. 

2.611. 


5,908. 

517,460. 

517,460. 







665,570 

795,616 


33,930. 

22.275. 

3,540. 


8,009. 

45,560. 

43,560. 







906,920. 

859,166. 


35,970. 

22,275. 

3,540. 


8,009. 

(63,689.) 

(10,576.) 




(45,314.) 



7,757,109. 

3,501,561. 

2,654,695. 

118.669. 

90,017 

1,303,262. 

1 

09,115. 
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MISSISSIPPI RIVER FUEL CORPORATION 

SUMMARY Of COST AXLOCATION 
BT 

CLASSIFICATION OF CUSTOMERS 
TEST TXAX 


Supplement 
Exhibit 48 


to 


Sehedule A 

| 

Sheet E6. lj Of 1 


PARTICULARS 

ANNUAL 

SALES 

VOLUME 

oomcmwTAL 
PEAK DAT nr 

MCF or FIRM (US 

LOAD 

PACT® 

i 

REVENUES ! 

DUIAHD 

COMMODITY 

COST OF SERVICE 

DIRECT CHARGE 

FIRM INTERRUPT IB1Z 

RESALE INDUSTRIAL INDUSTRIAL 

CR0832TT 

TOTAL 
COST OP 

SRTEE 


EXCESS 

REVENUE 

OVER COST 
OP 3BTICE 

Direct 3*1 ee 











1 



Croesett 

1,483,000 

4,670 

87. 

• 98,477. 

• 

» 

1 

• 

# 

$ 96,801. 

• 96,801. 

t (3*4.) 

Pin Induatrlel 

13,070,060 

44,760 

60. 

3,080,667.1 

1,410,939. 

1,147,151. 


91,360. 



2,649,470. 

401,067. 

Interruptible Induatrlel 

10.444.100 

4.764 

— 

1.600.036. 





980.279. 


•80.279. 

619.767. 

TOTAL 

64,997,160 

34,214 


4,749,070. 

1,410,939. 

1,147,131. 


91,380. 

980,279. 

98,801. 

3,728,560. 

1,080,380. 

TOTAL EX-CROSSETT 

23,314,160 

49,544 


4,630,693.! 

1,410,939. 

1,147,131. 


91,380. 

980,279. 


3,629,74$ 

K 

1,080,844. 

Sale* to Utilities for Resale 











i 



Arkansas Louisiana Gas Co. 

436,000 

3,200 

37.3 

143,313. 

100,982. 

38,443. 

33,339. 




174,964 


(31,631.) 

Arkansas Poser A Light Co. 

1,066,000 

6,684 

48. 

310,400. 

206,630. 

93,493. 

53,430. 




337,673 


(47,173.) 

Missouri Natural Oas Co. 

400,000 

2,740 

40. 

136,000. 

86,203. 

35,106. 

4,991. 




126,304 


9,696. 

Laclede Oas Light Co. 

6,672,880 

33,240 

36. 

1,398,100. 

1,047,8*3. 

366,666. 

21,4*7. 




1,664,920 

• 

(86,880.) 

St. Louis County Gas Co. 

2,670,000 

16,236 

46. 

755,877. 

31*,301. 

234,344. 

2,237. 




748,88* 

♦ 

6,996. 

Uhloo Kleetrlo Co. of HI. 

148,300 

343 

74.8 

42,696. 

17,241. 

13,016. 

1,043. 




31,300 

• 

11,396. 

Illinois loaa Power Co. 

1.132.000 

4.268 

74 r 

321.293. 

134.409. 

101.110. 

2.104. 




237.623 

± 


TOTAL SALES POP. RESALE 

12,369,160 

66,670 

31.3 

3,307,679. 

2,107,613. 

1,103,16*. 

180,771. 




3,331,666 

• 

(*3,667.) 

TOTAL SYSTEM 

37,866,300 

1*1,064 

86. 

8,086,749. 

3,618,562. 

2,230,333. 

180,771. 

91,380. 

980,279. 

98,801. 

7,060,116 

• 

996,633. 

TOTAL SYSTEM EX-CRCBSBTT 

36,063,300 

116,414 

64.9 

7,996,27S. 

3,818,56*. 

2,280,333. 

1*0,771. 

91,380. 

960,279. 


6,961,315 

• 

996,937. 
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MISSISSIPPI RIVER TOO. CORPORATION 

SQNMAR7 OP COST ALLOCATION 
BT 

CLASS IP ID ATICN OP CUSTOMHIS 
TK3T TXAR 


Supplement to 
Schiblt 48 

Sohedule B 

Shoot Mo. 1 of 1 


dost OP SERVICE 


PARTICULARS 

ANNUAL 

SALES 

VOLUME 

COINCZDfiiTAL 
PEAK DAT IN 

MCP CP PIRM GAS 

LQAS> 

FACT® 



CCMiODITr 

RESALE 

DIRECT CHARGES 

FIRM Alt) 

INTERRUPTIBLE 

TOTAL 
COST 01 
SHRVTCJ 

[ 

ETC ESS 
REVENUE 
OVER COST 
OP SERVICE 

REVENUES 

INDUSTRIAL CROSSETT 

t 

Direct Saloo 










1 ■ ■ 


Croooott 

1,483,000 

4,670 

87.| 

$ 98,477. 

• 

• 

• 

• ♦ 98,801. 

I 98,801. 

♦ (38*.) 

Pint Industrial 

13,070,000 

44,760 

80. 

3,050,557. 

1,352,883. 

1,161,590. 


91,380. 

2,605,853. 

444,704. 

Interruptible Industrial 

10.444.100 

. 4,784 _ 

— 

1.600.036. 

144.613. 

928.208. 


23.746. 

1^096,3^7. 

505.469. 

TOTAL 

£4,997,180 

54,214 

M _ 

4,749,070. 

1,497,496. 

2,089,798. 


115,126. 98,801. 

i 

3,801,2a. 

947,849. 

TOTAL EX-CROSSSTT 

£3,514,180 

49,544 


4,650,593. 

1,497,496. 

2,089,798. 


115,126. 

3,702,420. 

948,173. 

Saloo to Utilities for Rosalo 










1 


Arkansas Louisiana 0«s Co. 

438,000 

3,200 

37.5 

143,313. 

96,760. 

38,927. 

35,539. 


171,286. 

(27,913.) 

Arkansas Poser A Light Co. 

1,088,000 

6,624 

45. 

310,400. 

200,206. 

96,695. 

53,430. 


350.331. 

(39.931.) 

Missouri Natural Gas Co. 

400,000 

2,740 

40. 

136,000. 

82,686. 

35,550. 

4,991. 


123,21 

( 9 . 

12,773. 

Laclede Gas Light Co. 

6,672,820 

33,240 

55. 

1,598,100. 

1,004,546. 

593,040. 

a, 427. 


1,619,01 

3. 

(20i913.) 

St. Louis County Gas Co. 

£,670,000 

16,256 

45. 

755,877. 

491,190. 

237,293. 

2,237. 


730.72 

k>. 

25.157. 

Union Electric Co. of Hllnols 

148,300 

545 

74.5 

42,696. 

16,537. 

13,180. 

1,043. 


30,760. 

11,936. 

Illinois Iowa Power Company 

1.13£.000 

4.265 

74. 

321.293. 

129.131. 

102.383. 

2.104. 


£33 r 6ll8. 

87.675. 

TOTAL SALKS TOR RESALE 

12,569,1£0 

66,870 

51.5 

3,307,679. 

2,021,056. 

1,117,068. 

120,771. 


3,258,895. 

48,784. 

TOTAL SYSTEM 

37,566,300 

121,084 

85. 

8,056,749. 

3,518,552. 

3,206,866. 

120,771. 

115,126. 98,801. 

7.060.1lj6. 

996,633. 

TOTAL SISTBf XX-CROSSETT 

36,003,300 

116,414 

84.9 

7,958,272. 

3,518,552. 

3,206,866. 

120,771. 

115,126. 

6,961,51 

is. 

i 

996,957. 


( ) Decrease 
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VI3SI3SIFPZ RIVH? PUH. CORPORATION 

SUMMARY Of COST ALLOCATION 
BT 

classhtcation cf custooks 
TEST TEAR 


Supplement to 
Exhibit 48 

Schedule C 

Shoot No. X of Ij 


COST CF SffiVICE 


DIRECT CHARGES_ EXCESS 


PARTICULARS 

ANNUAL 

SALES 

VOLUME 

COINCIDENTAL 
PEAK DAT IN 

MCE Of 3TSTM 

LOAD 

PACT® 

REVENUES 

DEMAND 

COMMODITT 

RESALE 

pipy and 

INT3?RUFTIBLE 

INDUSTRIAL 

CROSSETT 

TOTALI 

COST OP 
SB? VICE 

REVENUE 
OVH? COBT 
Cf SIR VICE 

Direct Solos 













Crossett 

1,483,000 

4,617 

88. 

$ 98,477. 

♦ 

♦ 

♦ 

$ 

$ 98,229. 

• 98,i 

29. 

% 248. 

Tin Industrial 

13,070,080 

42,886 

83.5 

3,050,557. 

1,169,405. 

1,161,590. 


91,380. 


2,422,573. 

628,182. 

Interruptible Ihduotrial 

10,444.100 

24.329 

••aw 

1,600,036. 

663,355. 

928,208. 


23,746. 


1.615.^09. 

(13.273.) 

TOTAL 

24,997,180 

71,832 

aw • 

4,749,070. 

1,832,760. 

2,089,798. 


115,126. 

98,229. 

4,135,9 

13. 

613.157. 

TOTAL EX-CROSSETT 

23,514,180 

67,215 

— 

4,650,593. 

1,832,760. 

2,089,798. 


115,126. 


4,037,484. 

612,909. 

Solos to Utilities for Resale 










1 



Arkansas Louisiana Cos Co. 

438,000 

3,158 

38.0 

143,313. 

86,218. 

38,927. 

35,539. 



160,684. 

(17.371.) 

Arkansas Power & Light Co. 

1,088,000 

5,962 

50.0 

310,400. 

162,584. 

96,695. 

53,430. 



312,769. 

(2,309.) 

Ml aacwri Natural Cos Co. 

400,000 

2,436 

45.0 

136,000. 

66,511. 

35,550. 

4,991. 



107,052. 

28,948. 

Laclede Cos Light Co. 

6,672,820 

30,986 

59.0 

1,598,100. 

844,942. 

593,040. 

21,427. 



1 ,439,4< 

j»- 

138,691. 

St. Louis County Gas Co. 

2,670,000 

14,630 

50.0 

755,877. 

399,069. 

237,293. 

2,237. 



638,5' 

?9. 

117,278. 

Union Electric Co. of Illinois 

148,300 

507 

80.0 

42,696. 

13,724. 

13,180. 

1,043. 



27,9- 

f7. 

14,749. 

Illinois lot* Power Co. 

1.152,000 

4.153 

76.0 

321,293. 

113.316. 

102.383. 

2.104. 



217.803. 

103.490. 

TOTAL SALES P OR RESALE 

12,569,120 

61.832 

55.7 

3,307,679. 

1,686,364. 

1,117,068. 

120,771. 



2,924,2< 

i 3 * 

383,476. 

TOTAL STSTBf 

37,566,300 

133,664 

77, 

8,056,749. 

3,519,124. 

3,206,866. 

120,771. 

115,126. 

98,229. 

7,060,1: 

L6. 

996,633. 

TOTAL 373T2M EX-CROSSETT 

36,083,300 

129,047 

82.0 

7,958,272. 

3,519,124. 

3,206,866. 

120,771. 

115,126. 


6,961,8< 

f 7 * 

996,385. 
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MISSISSIPPI RIVER "FUEL CORPORATION 


CLASSIFICATION 


Cos Purchased 

Gas Purchased Expense 

Severance A Gathering Taxes 
Other 

TOTAL GAS PURCHASED 

Tran roil salon Expenses 
Operation: 

Supervision & Engineering 
Compressor Station Labor 
Measuring and Regulating Station Labor 
Compressor Station Supplies k Expenses 
Compressor Station Fuel 

Measuring and Regulating Station Supplies &. Expenses 
Transmission Mein3 - Labor 
Transmission Mains - Supplies end Expenses 
Transmission Maps and Records 


TOTAL 


Maintenance 

Supervision and Engineering 
Compressor Station Structures 
Measuring and Regulating Structures 
Other Transmission System Structures 
Va ins 

Compressor Station Equipment 

Measuring and Regulating Station Equipment 

Other Transmission System Equipment 


Ml scclleneous 
Kents 


TOTAL TRANSMISSION 


WT* wa* 

—4. I O ^ 


ALLOCATION OF COST, AS ADJUSTED, BETWEE N 
DEMAND AND COMMODITY COSTS AS RESPECTS FIRM 
GAS, AND DIRECT CHARGES BY CLASSIFICATION 

TEST YEAR 


Supplement Jto 
Exhibit 48 

Schedule No], _D 

Sheet No. 1 of 2 


COST (F 



DIRECT CHARGES 


SERVICE 

ADJUSTED 

DEMAND’ 

COMMODITY RESALE 

INDUSTRIAL 

(Firm) 

INDUSTRIAL 
(Interruptible) 

CR 03 SETT 

$2,697,365. 

$ 

$1,851,713. $ 

$ 

$ 785,146. 

$60,506. 

84,730. 

32,793. 

32,793. 

53,449. 


22,663. 

8,618. 

2,814,868. 

32,793. 

1,905,162. 


307,809. 

69,124. 

44,529. 

282,804. 

14,328. 
113,734. 
166,350. 
2,367. 
70,346. 
22,667. 
6,224. 

44,529. 

212,103. 

14,328. 

2,367. 

70,346. 

22,667. 

6,224. 

47,713. 

78,460. 

114,931. 


21,052. 

33,865. 

49,681. 

1,936. 

1,409. 

2,238. 

723,949. 

372,564. 

241,104. 


104,598. 

5,583. 

25,590. 

2,660. 

177. 

6,399. 

152,094. 

197,591. 

9,671. 

835. 

25,590. 

2,660. 

177. 

6,899. 

152,094. 

47,630. 

9 a S7i. 

835. 

104,067. 


44,126. 

i 

1,768. 

395,517. 

245,556. 

104,067. 


44,126. 

1,768. 

i 

i 

3,083. 

8,083. 





1,127,449. 

626,203. 

34n,171. 


149,724., 

7,351. 

1 
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MISSISSIPPI RIVER FUEL CORPORATION 


•7 * 4 > 

t A 


7 < ><f j 
4 * 


ALLOCATION CF COST, AS ADJUSTED, BETWEEN 
DEMAND AND COMMODITY COSTS AS RESPECTS FIRM 


Supplement to 
Exhibit 48 


Schedul 


e No. 



GAS, AND DIRECT CHARGES BY CLASSIFICATION 

TEST YEAR 



Sheep No 

1 

. 2 

of 2 


COST CJF 




DIR EC 

T CHARGES 




SERVICE 




INDUSTRIAL 

INDUSTRIAL 



CLASSIFICATION 

. ADJUSTS) 

DEMAND 

COMMODITY 

RESALE 

(Firm) 

(Interrupt! bile) 

CROSSETT 

Distribution Erp eases 






T 

i 



Operation 

$ 15,565. 

♦ 

$ 

f 6,405. 

$ 6,242. 

t 2,337. 


$ 81 . 

Maintenance 

20,636. 



8,491. 

8,276. 

3,762. 


107. 

Miscellaneous 









Rents 

101 . 




101. 




TOTAL DISTRIBUTION EXPENSES 

36,302. 



14,896. 

14,619. 

6.599. 


188. 

Customer’3 Accounting 3c 









Collecting Expenses 






i 



Customer’s Contracts 3c Orders 

1 , 200 . 



175. 

675 . 

325. 


25c 

Meter Reading 

29,250. 



12,036. 

11,730. 

5»332* 


152. 

Customer’s Billing at Accounting 

4,227. 



616. 

2 , 378 . 

1,145. 


88. 

Uncollectible Accounts 

2,104. 



307. 

1,153. 

570. 


44. 

Miscellaneous Expenses 









TOTAL 

36,781. 



13,134. 

15,$66. 

1 

i 


309. 

Administrative 3c General Expense 









Operation 

317,471. 

317,471. 







Maintenance 

6,698. 

6,698. 







Renta 

6,466. 

6,466. 







TOTAL ADMINISTRATIVE 3c GENERAL EXPENSES 

330,635. 

330,635. 







TOTAL OTHER OPERATING ECPENSES 

1,531,167. 

956,838. 

345,171. 

28,030. 

39,555. 

162,695. 


7 , 343 . 

Depreciation 3t Amortization 

813,425. 

750,265. 


31,642. 

29,743. 

3,335. 

1 

7.440. 

Taxes - Federal Income 

736,804. 

679,582. 


23,662. 

13,739. 

3,021. 


6,750. 

- Other 

297,460. 

297,460. 







Return <3 6-1/2# 







1 


On Net Plant Account 

833,847. 

769,089. 


32,437. 

21,263. 

3,419. 


7,639. 

On Working Capital 

42,900. 

42,900. 





L 


TOTAL RETURN 

876,747. 

811,989. 


32,437. 

21,263. 

3,419. 

r 

i 

1 

7,639. 

Credits from Other Gas Revenues 

(10,375.) 

(10.375.) 





i 



TOTAL COST CF SERVICE 


7,060,116. 3,518,552. 


91,38C 


2,250,333 


lgC,771 


930,279 


98,801. 
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/OSoISSli-iT LilV 'Ai FUiiL COR* OPTION 


field. Office end Sxsautixe Payroll - 1943 


19 4 3 


Acoount 

Total Sxpenes 
100.3 Sorfc in Progress 
125 Aects, Receivable 

131.1 


an. 


Mb. 


Mta: 


^49,103.10 $47,350.51 £48,117.16 *48,163.16 $192,733.73 


320.50 

90.02 


914.91 

25.59 


144 Ret. Work in Progress 412.22 


145 Other work 

619 Miso. Gas Her. 

800.1 

903 Traagp. £xp. 


907 


1,687.68 
11.74) ( 

183.36 
43.65 
187.00 


668.69 

950.28 


508.93 
44. 45 

10.40 

279.62 

963.72 


688.55 


16. 03 
3.16 


398.65 


3.73) ( 5.79) 


Total field 

Of fie s 

ivxscutir# 
Total Payroll 


186.56 

' 12.00 

187.00 


187.84 

20.90 

187.00 


186. 56 


7.43 

93.50 


2,432.91 
163. 06 
26.43 
1,363.69 

4,000.33 

21.26) 


7 AA ***> 


83.96 

654.50 


12,676.58 12,600.63 12,118.24 12,240.71 49,636.15 


7.300.79 


7,300.79 


7,300.81 


7.489.47 


29,391.86 


*71,993.16 *70,196.03 *69,733.^0 £69,287.22 £281,209.71 


~ ZJ* *t. ^ 

. - 

. 


FSB!Wi ^ ^ 
tk *** No. (x - f ^_ 

.*.—. 

*■**■» E*. 3fa.<b 2^ 

** * teod8 «<* 
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Fl«ia , Office and Executive Payroll - 1944 




i 

19 4 4 



Ao count 

Jan. 

Feb. 

Mar. 

Apr. 

*Total 

Total Expanse 

v53,975.21 

450,497.76 

£51,105.51 

450,083.97 

£205,667.45 

100.3 .Voik in Progress 

1,125.52 

517.80 

993.50 

843.64 

3,480.46 

125 Acots. RecsiTebls 

( 8.50) 

a.63 

3. 97 

14.63 

31.73 

146 0 th «r Work In 

•Progjf.3. 



- 

104.46 

104.46 

144 Rat, dork in 
Progress 

619 Misc. Oa« Rsy. 

148.00 

37.83 

( 1.68) 

{ .58) 

( 1.91) 

185.83 

( 4.11) 

905 Transp. Exp. 

117.69 

54. 14 

3.67 

45.81 

221.31 

907 

1 



5.72 

5. 72 

Total FIELD 

55,&57•92 

£1., • 48 

52,lo4.l5 

£1,161,82 

269,692. 

Offlcs 

12,010.97 

12,366. 59 

13,585.39 

12,739.89 

50,702.84 

Exscut Its 

8.166.96 

6.366.98 

8.487.81 

8.331.98 

33,353.75 

S Total Payroll 

CO 

❖75.535.87 

471.861.05 

474.179.33 

$72.173.19 

$293,749.44 


EXHIBIT 63 


Docket No. Cr-462 


Federal Income Tax Computation for 1943 


Table 1 


it ion oj 


Suri 


Taxable Net Income, per 1943 tax return 
Add 1 Adjustment for cost of gas purchased 
from United Gas Pipe Line Company 
Nonrecurring payment to Iaolede Qas Light 
Co. and St. Louis County Qas Co. 

Taxable Net Income, as adjusted abore 
Tkx at 40* (Normal tax 24* and Surtax 16*) 


*2,815,497 

105,108 


Table 2 


Computation of Tax Sarin, 


l>ecV c - 


.k-- 


11^ 


T 0 .dju-t tu w (other * 

„ tor 1943 (Kx. M.Soh.I) - add 

Normal tax and surtax as computed above - deduct 

SkSTS*# R#T#nU *' baf ° r * lnoo ~ «•**"« 

°T* P *•*«" *t 6&, before Income tax saving 
Federal income tax saying 6 

Exoeee over Return at 6$*, after income tax saving 


53,258,209 

10,262 

1.178.871 

2,089,600 

_ 891.320 

1,198,280 
- ,798.853 


Table 


Fe deral Excase Prof if fax Applicable to Regulate sal.. 


Taxable Net Income, as adjusted above 
Excess over Return at 6j* 

Balance of taxable net income 

Base period net income excess profit credit 
Specific exemption 

Section 735 nontaxable excess profit income 
Total nontaxable excess profit income 

Amount subject to excess profits tax 


*953,793 

10,000 


$2,947,177 


950,044 


- 0 - 


,, (f s'i/e'l' 

vkttoal powia ccy- 1 

K»H3i? uo. C - x - - J *- - ,;oK) 

date n>anurua>--2931 


DATS IDLHIU'IKD 





L>ocket No, 0-462 


Sheet 2 


Table 4 


Coaputatdon of Section 735 nontaxable 
excess profits net incomei 


Net income from gas eales, per tax return 12,801,456 

Addt Adjustment for coat of gas purchased 105,108 

Nonrecurring payment to Laclede 26.572 

Total 2,933,136 

Reduction in regulated revenues (Ex. 11) 878,038 


Remaining net income from gas sales $2,055,098 

Output during 1943 - V.c.f. 45>180,533 

Output during base period - M.c.f. 31.219,194 

Excess output for 1943 13,971,339 

Unit net income 1943 ($2,055,093* 45,180,533) .045486 

One half unit net income time a excess output $ 317,750 


Table 5 


Proof of Federal Income Tax Saving: 

Normal and surtax, before tax saving 

Taxable net income 
Excess over return at 6j£ 

Balance of taxable net income 
Tax at 40Jt 

Tax aaving $ 798,853 


2,947,177 

11997,122 

950,044 


$1,178,871 


380.018 




Docket No* 0-462 


EXHIBIT 64 


UISimiWl RlWi FUEL CORPORATION 

Computation of Federal Ineoae Tkx 
Per Exhibit 2 and Exhibit 3 


Taxable not inoo.^9 per tax return (Sehed.3) 

Exhibit 2 

*2,206,438 

Exhibit 3 

*2,811,385 

Addt Adjustment of gat pure leased to 
current contract price 

Taxable not income 

-2jg06j438 

105.108 

-2.j9l6.493 

Inooree tax at 40£ 

832,575 

ljl66.597 

Net Ope rating Revenues before inoosne tax 

*2,574,833 

*3,258,208 

lass t Income tax a t £0% 

_ggg.jj.7j 

-1,166,597 

Nat Operating Revenue, after lncoae tax 

at 4 0% 

1,692,258 

2,091,611 

Return at 

_2g.gi.i23 

891.320 

Excess Revenue, before income tax saving 

766,085 

1 , 200,291 

Income tax saving 

_510.723 

_800,194 

Excess Revenue, after income tax saving 

*1.276.808 

12,000,435 

Incowe Tax at 4 O 56 

l 832,575 

*1,166,597 

Tax soring 

_ m ,m 

800.194 

Federal Income Tax, after tax saving 

_22L.gj2 

.J6.0j.4P3 



f&DS&AL FwWul 

V Docket No. .- 

k±. 

$ 


Hearing E*. Ho, 
Date Introduced. 
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